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SMOKING PLEASURE ... PAST AND PRESENT 


AMERICA’S OLDEST TOBACCO MERCHANTS «+ ESTABLISHED 1760 
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The Braves 
Had aWord for it! 


Back when America was young, the Indians called 
tobacco “‘uppowoc.”’ They smoked the dried leaves of the 
herb in long-stemmed clay pipes, savoring its fragrance 
in the quiet dusk. 


P. Lorillard was in business even in those days. Es- 
tablished in 1760 the makers of Old Golds are America’s 
oldest tobacco merchants. We have grown up with 
tobacco—right from its earliest uses to the present-day 
popularity of cigarettes. 


Nearly 200 years of experience have taught us how to 
blend tobacco best. That’s why modern smokers turn to 
Old Golds ‘For A TREAT INSTEAD OF A TREATMENT.” 
They know “SOLp Gotp CurEs Just ONE THING: THE 
Wor.p’s Best Topacco.” And they know ‘“WE’RE 
Topacco MEN, Nor MEDICINE MEN.” 


Today more. and more Americans are enjoying the 
smoking pleasure of Old Golds. With present business 
good, with a past rich in experience, it’s easy to see why 
P. Lorillard Company—and Lorillard stockholders—view 
the future with confidence. 








Leading Products of 
P. LORILLARD COMPANY 


Cigarettes 
OLD GOLD 
EMBASSY 
MURAD 
HELMAR 


Smoking Tobaccos 


BRIGGS 

UNION LEADER 
FRIENDS 

INDIA HOUSE 


Cigars 

MURIEL 

HEADLINE 

VAN BIBBER 
BETWEEN THE ACTS 


Chewing Tobaccos 
BEECH-NUT 
BAGPIPE 

HAVANA BLOSSOM 
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UTAH 
POWER & 
LIGHT CO. 


A GROWING COMPANY 
IN A GROWING WEST 


Serving in Utah, idaho, Wyoming, Colorado 








INTERLAKE IRON 


Dividend No. 29 July 12, 1951 





CORPORATION 
CLEVELAND, OHIO 


The Board of Directors has 

this day declared adividend 

of twenty-five cents (25¢) 

per share on the outstand- 

ing shares of common stock 

without par value of this 
Corporation, payable 
September 28, 1951 to 
stockholders of record at 

the close of business Sep- 

; iz tember 14, 1951. Thetrans- 
iit S fer books do not close. 
St Set ale ™ Checks will be mailed. 
FAGAN 


Vice President and Treasurer 














COLUMBIA PICTURES 


CORPORATION 


The Board of Directors at a 
meeting held July 10, 1951, 
declared a quarterly dividend 
of $1.06% per share on the 
$4.25 Cumulative Preferred 
Stock of the company, pay- 
able August 15, 1951, to 
stockholders of record Au- 
gust 1, 1951. 
A. SCHNEIDER, 
Vice-Pres. and Treas. 




















ANACONDA 


DIVIDEND NO. 173 
June 28, 1951 


The Board of Directors of 
Anaconda Copper Mining Com- 
pany has today declared a divi- 
dend of Seventy-five Cents ($.75) 
per share on its capital stock of 
the par value of $50 per share, 
payable September 20, 1951, to 
stockholders of record at ‘the 
close of business on August 21, 
1951. 

C. EARLE MORAN 
Secretary and Treasurer 
25 Broadway, New York 4, N. Y. 
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The Trend of Events 


INCERTAINTY IN TAX LEGISLATION ... Within two 
nonths, it is expected that the long-awaited tax bill 
ill emerge from the legislative hopper in its final 
orm. There is not much use in speculating on the 
otal amount to be extracted from the long-suffering 
American public, though it is expected that this will 
e considerably smaller than that demanded by the 
Administration. There is a phase of this business, 
owever, that can safely be commented on at this 
age and that is the obvious fact that Congress in 
ractical effect is going to set a bill not for one but 
or the next two years. Tax legislation in 1952 seems 
n impossibility owing to the fact that we are going 
m0 hold national elections next year and, normally, 
legislation in election years is shunned like a 
lague by practically all the incumbents who will 
e busy trying to get re-elected. 
im A considerable element of danger lies in neglect- 
ng the probable need for new legislation on taxes 
ext year. About that time, defense expenditures 
re going to hit a peak and some thought should be 
iven to the necessity of preparing in advance for 
ax adjustments as that peak is reached. If we wait 
ntil the last minute or, what is now more likely, 
ntil it is too late, we shall 


fense spending would be warranted. 

The ending of the Korean war has certainly added 
a new element in the picture and Congress would be 
foolish to disregard it. For that reason, what is the 
sense in fixing this country with a stupendous tax 
burden for two years ahead when nobody knows 
for sure what the exact situation is going to be a 
year from now? If we could be certain that Congress 
would not definitely exclude the possibility of re- 
medial tax legislation next year, if needed, we would 
not have to be so concerned but, unfortunately, with 
elections coming up, it is almost too much to expect 
our national legislators to stay for months on end in 
Washington on further interminable hearings on 
taxes when they will want to go back to their home 
districts to do some political fence-mending. 

Incidentally, it is time this great country devel- 
oped a truly scientific basis for taxes instead of the 
hodge-podge with which we have been afflicted these 
many years. It is time that we gave up our essentially 
political approach to this great economic problem 
and attacked it realistically. Congress ought to have 
more faith in the American people who certainly 
would appreciate a strong, well-constructed and 
equitable tax program instead 





md ourselves with an enor- 
hously high tax rate at a time 
fhen there should be some 
sing off as the armaments 
rogram levels off. It would 
? far wiser if Congress con- 
dered the current bill as an 
hterim measure until we 
buld see better, as will be the 
ase next year, whether im- 
ortant modifications in de- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


of the enormously complicated 
and in many ways unfair 
taxes under which all of us 
struggle these days. 


FLOOD LOSS ... When the 
swirling waters of the Kaw 
and Missouri rivers brought 
catastrophe to one of Ameri- 
ca’s great cities and much of 
the surrounding countryside, 


This 
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it caused not only losses running into the hundreds 
of millions and loss of life, but exposed us again to the 
charge that we are the most profligate nation on earth 
with our natural resources. We very rarely seem to 
learn from these disastrous encounters with nature. 
Surely, one does not have to be prescient to know that 
these misfortunes will occur again and again in dif- 
ferent parts of the country unless we are both resolute 
in execution as in planning for the prevention of the 
wasting of national assets, material as well as hu- 
man. The remarkable results achieved by the Tennes- 
see Valley Authority in flood control proves that other 
“Authorities” of the same type are needed in parts 
of the country threatened with recurrent floods. 
There is no doubt that the communities involved 
face many obstacles in perfecting an adequate or- 
ganization for prevention but these spring from the 
differing needs, often conflicting, of the various con- 
stituents of these communities. However, they must 
be resolved in view of the paramount need of all. 
The situation is surely too serious to permit further 
procrastination and haggling, and the people should 
demand concrete action by the Federal and state 
governments concerned now and not after more 
billions are squandered unnecessarily and American 
lives are lost. 


INTEREST ON SAVINGS BONDS... Very shortly, the 
Treasury Department will expand its efforts to sell 
“savings bonds” of the “E” type to the public as 
another measure not only in the fight against infla- 
tion, but to help finance the government’s projects. 
The Treasury was very successful with its sales of 
this class of bonds during the Second Warld War, 
but this was aided partly by the patriotic spirit of 
the people and also by the fact that the public was 
not able to buy goods which were then in very short 
supply and perforce had to save its surplus cash. 
For that reason, the comparatively low rate of 
interest offered then was no deterrent. 

The Treasury, however, faces a different situation 
today. The public is under no war-time spur to buy 
these bonds, especially now that the Korean affair 
may soon be concluded, and it has no difficulty in 
procuring goods, if it has the cash with which to 
buy. Furthermore, the interest rate offered, averag- 
ing 2.9% for the ten-year period, is not considered 
sufficiently attractive at a time of high living costs. 

President Green of the American Federation of 
Labor recently urged Secretary Snyder to consider 
a new base for the sale of these bonds, consisting of 
two features: one, a raise in interest rates to 3.5% 
and, two, a provision for a sliding series of maturity 
dates that might appeal to individuals and families 
with different savings requirements. In his recom- 
dations, President Green would also limit the amount 
of bonds that could be bought by any one individual. 

It strikes us that these are eminently sound pro- 
posals, especially in view of the fact that since 1946 
redemptions, especially of the low-priced issues, 25 
and 50 dollars, have far exceeded new purchases. 
It is painful to know that a large percentage of 
families with less than $5,000 incomes do not posess 
any government savings bonds at all and that this 
percentage is increasing. If the great mass of earners 
are to be encouraged to add to their savings through 
“savings” bonds it will be necessary to attract them 
on more favorable terms than they can secure at 


present. Since the Treasury is about to embark on 
an extensive campaign to promote sales, it would be 
a pity to find that these efforts were not as produc. 
tive as they might have been if better terms than 
those in prospect had been offered. It is only neces- 
sary to add that in the year 1941-45, the Treasury 
managed to sell the enormous volume of 35.4 billions 
in “E” bonds alone, or at the average rate of nearly 
9 billions a year. It would be a great help if a com. 
parable success could be had now, though, of course, 
conditions are greatly different and the necessary 
inspiration to buy these bonds is naturally not 
so keen. 


COLLEGE TRUST FUNDS... Of growing importance 
in the securities markets are the activities of the 
very large investors such as labor union “pension 
funds” and university endowment funds. For ex- 
ample, there are approximately one billion dollars 
of college funds invested in securities today, a very 
large figure even in these days of multi- billions, 
Needless to say, the managers of these funds have 
a very special responsibility in keeping their invest- 
able assets as safe as possible, since the income 
received is used in many ways vital to the life of 
the colleges concerned. 

Many years ago, such investments were made 
chiefly in bonds as representing at that time the 
most satisfactory source of income from the view- 
point of the special needs of the institutions. But 
two decades of declining yields from bonds have 
forced a vital change in the means adopted by the 
fund managers to secure a reasonable return. This 
change has consisted principally of a large-scale 
diversion from bonds to common stocks, with a com- 
paratively small sprinkling of preferred stocks. 

Harvard University, for example, has somewhat 
under 250 millions invested as follows: 20.7% in 
bonds, 7.5% in preferred stock, 43.87% in common 
stocks, and the rest in other types of obligations. 
It is this very large concentration of investment in 
common stocks, just as true of the other colleges and 
universities as of Harvard, which has led to the 
opinion of competent observers that such activities, 
which will be added to in time by labor union funds 
and insurance company money, has imparted a new 
and important element of comparative stability to 
the prices of investment stocks. It is the latter, of 
course, rather than the more speculative type of 
holding, which attracts the disposable funds of our 
leading private institutions of learning. Any devel- 
opment which will help to lend stability to the se 
curities markets is to be welcomed as giving greater 
confidence to investors and as contributing, in the 
long run, to a salutary phase of our growing eco- 
nomic maturity. 


WORLD PACT... . Following upon the outbreak of 
the Korean war last year, a mad world-wide scram, 
ble ensued for strategic materials with the United 
States the chief culprit. The result of this wild race 
to stock-pile inevitably produced a thoroughly cha; 
otic condition in the world markets for scarce ma 
terials, in which we ourselves were victimized by 
some producing countries who did not fail to take 
advantage of our terrible need. To bring order out 
of this intolerable situation, at least in several of 
the most scarce com- (Please turn to page 478) 
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BY ROBERT GUISE 


RUSSIA UNWILLINGLY FACES REALITY 


| on that have taken place since Mr. Malik 
told of Russia’s willingness to negotiate a peace in 
Korea tend to reveal more of Russia’s real position 
with relation to the West, and to confirm the grow- 
ing belief in well-informed quarters that the Com- 
munists are not prepared for war at this time. It 
now seems that Russian maneuvers have been based 
on the expectation that 
the West would continue 
to be hypnotized by fear 
of the Kremlin’s might. 


“GET OUT THE POGO STICKS AGAIN” 


paigns. It is not for nothing that Catherine the Great 
commanded her courtier, Potemkin, to build the 
facade of a handsome village—with nothing but a 
front view—in order to impress some visiting foreign 
dignitaries, who had scornfully told Catherine that 
her villages were a disgrace. Needless to say, the 
visiting officials were not permitted to examine the 
rear of the facade, in 
which case they would 
have discovered the truth, 
that the whole thing was 





But Russia’s experience 
in Korea has proved to . 
her that the West is al- : 
ready strong enough to 
defeat any aggressive de- 
signs she might have on 
a local level. 

That the Kremlin is 
unwilling to risk further 
military involvement is 
shown by the fact that it 
could not or would not 
come to the further aid 
of her Chinese commun- 
ist ally. Certainly Stalin 
could not afford to risk 
the destruction by air of 
the Manchurian indus- 
trial complex, so vital a 
factor in the Soviet Em- 
pire’s military and eco- 
nomic planning. Nor 
could he afford to risk, in 
case of a global war, the 
ruin of his new Siberian 
plants. So that it seems | S= 
that in an actual con- 
frontation with the pos- 
sibility of direct military 
opposition, Russia felt 








WHERE 00 WE 
GO NEXT? 


a a concoction. 

Looking at the present 
Soviet position in greater 
detail, so far as we are 
permitted by what has 
leaked out from behind 
the Iron Curtain and in- 
formed opinion based on 
experts on the situation, 
we find that even after 
five years of toil after the 
war, total steel produc- 
tion is only 30 million 






sage /\ >| __ tons whereas ours is now 
po np over 100 million, without 
7RATEGY counting the additional 
= millions from Western 





Europe. It is also known 
that Russia is compara- 
es tively deficient in oil re- 
sources; in fact, by many 
this is considered a real 
Achille’s heel for Russia. 
Certainly, the Soviet 
leaders are too prudent 
to embark on a full-scale 
war without much great- 
er supplies of oil than 
they command at present. 

Much has been said 








compelled to withdraw 
and adopt, for the time 


Unite} being, an apparently more conciliatory attitude. 
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Also, the MacArthur hearings proved for once and 
all to the Russians that they were courting disaster 
if they insisted on further military encroachment. 
This leads to the interesting question as to whether 
Russia is as strong militarily as she would like the 
world to believe. Russian governments of all kinds, 
Whether communist or czarist, have always sought 
to create an impression of over-powering strength 
In order to impress or intimidate foreign govern- 
ments. They are experts in this type of camouflage, 
and have used it heavily in their diplomatic cam- 
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Dowling in the N.Y. Herald Tribune lately regarding the 
speed and power of her 
new jet-powered aircraft. We have to take the word 
of observers for this but the fact that the Soviets 
were able to exhibit acknowledgedly modern and 
efficient military aircraft does not mean that she 
has a great supply of these weapons. They are just 
as likely to have shown these planes to impress the 
invited foreign guests for propaganda purposes and 
to frighten the onlookers. Russia has always made 
it a policy to conceal her hand where she is really 
strong and to flourish a fiction of strength where 
she has sought to hide weakness. 

(Please turn to page 480) 
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Further Market Adjustment Ahead? 


The market remains dull and presently lacks any strong impulse either way. Selectivity is 
pronounced and probably will continue so. The general outlook for the rest of this year, 
and into 1952, is replete with uncertainty on a number of major counts. Scrutinize your 
present stock holdings carefully, and continue to maintain conservative reserve buying 


power. 


By A. T. 


H ere is the recent pattern: There was a de- 
cline of 11.39 points in the recent industrial aver- 
age from June 15 to June 29, associated with the 
initial Russian feeler on a Korean cease-fire deal. 
With the negotiations thereon dragging out, this lost 
ground was made up in a low-volume rally by July 13. 
In more recent days, while awaiting specific Korean 
developments, the average backed and filled in the 
close vicinity of mid-June and mid-July rally levels. 
It stands a little above the mid-way level in the 20- 
point range marked out to date since early last May, 
when the high for the 1949-1951 rise was established. 


MILLER 


As for many months past, the rail average has 
fared less well. It has rallied only modestly from its 


1951 low to date, recorded on June 29. It now stands | 


within the lower one-fourth zone of the broad range 
—nearly 18 points, or 20% from high to low—charted 
since the major high was established as far back as 
early February. On the other hand, reflecting the 
search of investment funds for secure yield, as well 
as a somewhat more optimistic sentiment as regards 
tax prospects, the utility average has quietly recov- 
ered to within a fraction of its previous major high, 
recorded in May, 1950, or before the outbreak of the 
Korean war. 
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>. MEASURING INVESTMENT AND SPECULATIVE DEMAND 


Numerous Cross Currents 


As is always so at a time when the mar- 
ket lacks a dynamic general impulse either 
way, interest centers largely in the cross- 
currents within the list. They are uncom- 
monly numerous at the present time; and 
selectivity might well continue to hold the 
spotlight until fresh develpoments push 
investors and traders into a more positive 
state of mind on the general prospect. It 
cannot be expected that the industrial and 
rail averages will remain 
within their ranges of recent months; 


340 
320 
300 
280 | 


260 


lows probably will prove to be under the 
lows of late June. It may depend largely 
on foreign developments — as translated 
into sentiment on longer-term prospects 
for arms spending, taxes and corporate 


24o 


420 





24 


120 earnings — whether the additional decline 
in average stock prices that we are allow- 
WS ing for is to be moderate or fairly severe. 











On the basis of existing economic-finan- 
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cial fundamentals, we repeat that we do 


wil not see the likelihood of a major bear 
° 





market. 
































The contrasting performances of rails 
and utilities highlight the emphatic cur- 
rent selectivity of the market, without by 
95 any means telling the full story. On the 
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a one hand, there is adequate to good de- 
mand for stable-dividend stocks of high 
investment quality. (See special discus- 
sion of defensive stocks of this type on 
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following pages in this is- 
sue). On the other hand, 
there is no aggressive de- 
mand for typical cyclical 
stocks even of medium- 
speculative grade; and the 
general trend of the most 
speculative low-priced 
stocks continues to be 
downward. 
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Growth Stocks In Demand 


At the same time, there 
is a good demand for fa- 
vored growth stocks, espe- 
cially on the part of insti- 
tutional buyers, but also to 
some extent from the gen- 
eral public. This accounts 
for recent new highs in a 
fair number of individual 
stocks, chiefly chemical, 
drug and natural gas is- 
sues; and for the support 
which most better-grade 
oil stocks are getting at 
levels generally close to 
record highs. A number of 
the issues performing ex- 
ceptionally well, both 
among growth stocks and 
defensive stocks, have been 
commented on favorably 
on other pages in previous 
issues of the magazine. 

There are some points 
of market interest in the 
Federal Reserve Board’s most recent survey of con- 
sumer finances and investment leanings. It shows a 
shift in the preferences of individuals toward invest- 
ments of “fluctuating money value’, chiefly common 
stocks and, to some extent, real estate. Among people 
with annual income of $7,500 or more, 45% were 
found to favor this type of investment over fixed- 
income investments, compared with only 22% in 
1949. The over-all consensus (that of people with 
income of $3,000 or more) favored equity-type in- 
vestment to the extent of 23%, against 11% in 1949. 
To a degree, individuals are thus following the lead 
of trust funds, pension funds, insurance companies, 
ete. 

However, some qualifications should be empha- 
sized. This new demand is investment, not specula- 
tive; whereas it takes broad speculation to put aver- 
age stock prices dynamically higher. Whether on its 
own, or with the guidance of brokers or other ad- 
visers, it affects only the minority of stocks qualify- 
ing for institutional purposes, running rather 
heavily, therefore, to defensive stocks or growth 
stocks. Such issues are not sufficiently numerous to 
affect the general level of the market more than 
moderately. 

In the second place, the questioning on which this 
survey was based was done earlier when commodity 
prices were rising sharply, the bond market was 
reactionary, and the general public was much more 
inflation-minded than it has been in recent months. 
The chief reasons noted for the increased preference 
shown for equity investment were “high yield” and 
“hedge against inflation”. Since “high yield” has 
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been a market fact for several years, inflation fears 
may have been the biggest reason for the shift. If so, 
then in that respect the survey is not too pertinent 
to the present situation. 


Predictions of Renewed Inflation 


The Administration is continuing its effort to high- 
pressure Congress into adoption of exactly the kind 
of control bill it has demanded and to mobilize sup- 
porting public opinion by predictions of “run-away” 
inflation, resulting from the defense spending, if it 
does not have a tough price-control law. Congress 
and the public are not too excited by this prediction. 
There are two chief reasons therefor. First, there is 
no great amount of confidence in the Administra- 
tion’s judgment about such matters, because its bat- 
ting average in economic prophesy is rather low. 
Second, commodity prices have been reactionary ever 
since last February, and the public knows that con- 
sumer goods are in plentiful supply. The Administra- 
tion looked for inflationary conditions and shortages 
in the first half. When that proved wrong, it pre- 
dicted that there would be renewed inflation “later 
in the year”. But at this writing the current com- 
modity futures index, which is the market consensus 
on the outlook for basic staple five months ahead, is 
down to about 177, from a February high of about 
215, and back to the level of mid-August, 1950. Well, 
five months ahead take us into the final fortnight of 
1951. Of course, there is nothing infallible about a 
market consensus. It might shift within nearby 
months, depending on new (Please turn to page 480) 
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tories. All this tended to damp 
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what has happened really is that 
the expectation of the Korean 
cease-fire has merely added to an 
already growingly uncomfortable 
business situation. In a sense, the 
cease-fire came at the wrong time. 
Had it occurred when dealers and 
manufacturers in soft-goods were 
not over-stocked as they were, the 
new hope for an ending of the 
bloody fighting in Korea would 
have been met universally by 
paeans of joy. 
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By WARD GATES 


— both here and abroad have claimed, 
and not without some justification, that American 
business interests “fear peace.’”’ The moral aspect of 
this dilemma need not concern us but, on a realistic 
basis, there is no question that the prospect of peace 
is altering the thinking of economists, business men 
and investors. For that reason, it is imperative that 
a new view be taken of the over-all situation and to 
see whether the prospective ending of hostilities will 
produce marked changes in the industrial, business 
and financial picture. 

In estimating the forces at work, it is necessary 
to examine the situation from two points of view, 
the present and intermediate prospect, that say for 
a few months ahead; and the longer range possibili- 
ties, stretching well into 1952. It is needless to say 
that only the most foolhardy would venture an 
opinion running beyond this date. 

From the standpoint of the immediate future, it 
sems that the confusion caused by the Korean cease- 
fire in business and investment circles was latent 
in the picture for some months before the ending 
of hostilities. As a matter of fact, it is about four 
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tistical position. According to the 

Commerce Department, business 

stocks, mostly at the manufactur- 

ers’ level at the end of 

May were 69.9 billions, an 

all-time record. This was 

the total volume of goods 

tied up in warehouses, re- 

stocks and _ whole- 

salers’ supplies. It is sig- 

nificant that despite the 

increased volume of sales 

in the latter part of 1950 

and the early months of 

this year, business inven- 

tories were not less than 

16.6 billions greater than 

a year ago. Naturally, 

such an_ overwhelming 

mountain of goods was bound to prove the greatest 

obstacle in view of the obvious fact that its size 

could not be appreciable reduced. This was all before 

the Russian delegate at the United Nations offered 

peace in Korea and the effects of his statement, 

therefor, merely gave, as it were, a sort of coup de 

grace to hopes of solving the inventory problem in 
the immediate future. 


Lower Sales—Higher Profits 


Looking at the profit side of this picture and with- 
out burdening the reader with too many figures, 
it is pertinent to point out that while sales by manu- 
facturers reached new records in the first quarter 
of the year, their profits declined. This was due to 
increased costs and to some extent to the increase 
in corporation taxes. Thus manufacturers’ profits 
after taxes were 3.3 billions in the first quarter, a 
decline of 8% from the last quarter of 1950. Indica- 
tions are that the second quarter profits will continue 


to show the moderate downward drift inaugurated! 


in the first quarter in a number of branches of 


pored over their top-heavy inven- | 


THE MAGAZINE OF WALL STREE! 





lowed 
that 
ot on- 
surge 
at on 
rs at 
rying 
with 
they 


nven- | 


damp 
n. So 
3 that 
orean 
to an 
rtable 
e, the | 
time. 
"S$ and 
; were 
‘e, the 
yf the 
would 
ly by| 


d 


1 sta- 
to the 
siness 
actur- 
nd of 
ns, an 
S was 
goods 
28, re- 
whole- 
S sig- 
e the 
gales 
* 1950 
ths of 
inven- 
3 than 
> than 
urally, 
»]ming 
‘eatest 
S$ size 
before 
ffered 
2ment, 
yup de 
lem in 


| with- 
gures, 
manu- 
uarter 
due to 
crease 
profits 
rter, 4 
indica- 
ntinue 
urated! 
hes of 


TREE! 








industry, speaking generally. 


MANUFACTURERS’ NEW ORDERS, SALES, AND INVENTORIES 


CEPARTWENT OF COMMERCE ESTIMATES, ADJUSTED FOR SEASONAL VARIATION 
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business psychology. Whereas for 30 
a considerable period after the Ko- 


rean war started, manufacturers, m 
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wholesalers, dealers and retailers 
vied with one another to secure not 
only their normal supplies but an 











amount greatly in excess of these 
requirements, regardless of the 
fact that this could only be done by 


TOTAL 


| | + | 
| | | 
| ' | | 
+ ~—{ 20 
| | | / 
| 
} 





shoving prices up to a marked de- 
gree, to-day they are more or less 








worried by their very large stocks. 
This in itself slows down the rate 
of new buying and forces hesitancy 








all along the price line. When this 
uncertainty is translated into an 
uninspiring stock market, the 
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gloomier psychology generally is 
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naturally reinforced. It seems like- 
ly that this is the background which will be encoun- 
tered in the next few months. Business, therefor, is 
bound to be more cautious, and the boom psychology 
of the past will likely be changed instead to one of 
more hopeful expectancy as soon as the present wave 
of uneasiness subsides. 


“Normalcy” Ahead? 


A pseudo tendency toward “normalcy” will pre- 
vail in many directions, as a result of “peace” psy- 
chology. Already we see this influence at work in 
Washington where Congress is trying very hard to 
weaken existing control measures, where doughty 
fighters for a smaller tax increase than demanded by 
the administration are growing in strength, and 
where the President’s attempts to extract over 8 
billions from the national purse for “foreign aid”’ 
are met with sour grimaces. A national campaign 
is coming up next year and, as usual, those running 
for office want to make as few enemies among the 
voters as possible. 

If congress, as is likely, weakens 
the controls Mr. Wilson possesses 


government bureaus involved will lend a more sym- 
pathetic ear to manufacturers for civilian use so 
that while there will be no general abandonment of 
cutbacks in that branch of the economy, at least 
further cuts, as planned for the end of the year, will 
probably not be put in motion. The following in- 
dustries are typical of those that may be affected 
by this prospective amelioration: radios, TV, wash- 
ing machines, refrigerators, ranges, furniture and 
other similar products. 

One of the almost certain results to flow from an 
ending of hostilities is an increase of labor troubles. 
Wage formulas are uncertain pending final enact- 
ment of legislation, due very soon. It seems certain 
that a determined effort will be made to break the 
present restrictions. Already, it is rumored that 
some companies are paying wages above ceilings, 
under the pressure of the short labor supply in a 
number of industries. The Revenue dept., of course, 
does not look favorably on such maneuvers, and tax 
penalties for violations may be expected. In any 
case, the very high cost of living is creating a power- 





over our economy and, as Senator 
George wishes, increases taxes on 
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a lower level than wanted by the 
President, this will mean that in | 
the estimation of Congressional ex- 
pects the urgency is now out of 
the situation and the results are 
bound to be reflected in other di- 
rections. For example, armaments 
production, while in no material 
way decreased is likely to be spaced 
out differently so that its impact 
will be spread out over a somewhat 
longer period than would have been  § ,, 
the case without the Korean cease- 
fire. This probably will have the 
effect of modestly easing restric- 
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comparatively short supply so that 
a demand may be expected to modi- 
fy cuts for civilian use. 
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During the next few months at 
least, it may be expected that the 
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ful potential movement among labor circles to up 
wages again, with its baleful possibility of renewed 
strikes, especially now that they will feel free to act 
with no shooting war going on. Based on past experi- 
ence with the government’s tactics with labor, es- 
pecially in an election period, it is doubtful that there 
will be any real effective resistance to the coming de- 
mand for higher wages, although employers will 
argue that with the cost of living no longer rising, 
there is no further need for wage hikes. 


Tax Prospects 


Since the ending of hostilities will produce some 
relaxation in the nation’s attitude towards the sac- 
rifices that must be made in the continuing cold war, 
in no place will this be more evident than in the 
general outcry for a smaller increase in taxes than 
demanded by the Administration. The latter is on 
the horns of a dilemma for it appreciates that there 
can be no essential change in our budget for defense 
as long as Russia remains a formidable threat, and 
at the same time it understands that the new popular 
mood finds present burdens almost intolerable and 
that the nation does not look enthusiastically upon 
having them increased, especially now when it seems 
that the sound of gun-fire is about to die away. The 
President has asked for a 10 billion dollar increase 
in taxes and the House came out with something in 
the nature of a 7.2 billion increase. Now apparently 
Senator George is plumping for only a 5 billion raise. 
The chances are that the final bill will come closer 
to the latter figure. In any case, this will be the last 
tax bill until 1953, unless of course we are engaged 
in a global war by then. 

The price control act, now in its last stages of 
discussion in Washington, at this writing, does not 
appear to have a favorable future. Due to the pres- 
sure of special groups, so many amendments have 
been added, that if allowed to pass, would weaken 
the over-all government effort to control prices. This 
drive was in evidence before the Kaesong meetings 
and has gained added momentum with the prospect 
of peace. It need not be added that while controls 
thus far have not proved a conspicuous success, fail- 
ure to provide a strong control bill may add fuel to 
the fires of inflation which, while banked down at 
present may flare up again later on. It must be also 
considered that a weak control bill may bring labor 
reprisals. 


Commodity Prices Drift 


We come now to the present position of com- 
modity prices in general. As stated, the price boom 
was flattened out about four months ago and did 
not wait for the Korean cease-fire to evaporate. For 
example, the U. S. Labor Dept. index of 28 basic 
commodities shows that this figure stood at 376.9 
four months ago and now stands at roughly 340. Thus 
approximately 40% of the entire advance in com- 
modities since a year ago has been lost. At that time 
the index stood at 269.4. Immediately after the Malik 
statement at the end of June, the effect was wit- 
nessed in an abrupt decline from 350.2 to 339.3. 
Commodity futures have been in a slump since April 
and the Dow Jones Commodities Index which stood 
at about 215 that month is now about 180. 

Declines in the primary markets usually take some 
time before they can be felt in the things that con- 
sumers buy. Nevertheless, the effects are already 
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apparent. The sensational department store sales sev- 
eral months ago were merely the prelude to a general 
slackening of prices in consumers’ goods. The present 
situation is extremely spotty and with the public 
still whetting its appetite for lower prices it is 
not likely to rush in to buy now that it thinks it has 
things coming its way for a change. Normally, a 
war’s end brings an upsurge in pent-up demand but 
in this case the situation is different in that there is 
no paucity of supplies. For the next few months 
therefor, we are likely to have a somewhat soft price 
situation which should gradually become more stable 
as the effects of the war ending wears off and con- 
sumers attempt to re-supply themselves with needed 
goods. Business opinion sampled throughout the coun- 
try, thinks that prices will have to come down about 
6-8 % to attract large public consumption again. 





On the credit and financial side, we have a con- | 


fused picture. Credit restrictions have proved quite 
effective in reducing consumer demand in the past 


few months as a measure in the government’s efforts | 


to half inflation. These have taken two forms: first, 
the operation of Regulation X, affecting housing, and 
Regulation W, affecting consumers’ credit, and the 
efforts of the (banking) voluntary investment com- 
mittee; second, restoration of freedom of action by 
the Federal Reserve Board with respect to central 
bank credit. With the unpegging of government 
bonds, the Federal Reserve commenced to exercise 
its braking power of credit expansion. All this has 
exerted a powerful influence on prices of all securi- 
ties which have fallen in all categories, bonds and 
preferred stocks as well as common stocks. A fight 
will now occur with regard to continuation of re- 
strictive credit regulation, X and W, especially now 
that the Korean war seems drawing to a close. The 
change in public psychology and the needs of those 
industries specially affected, will commence to exert 
pressure on Congress for an amelioration so that 
their sales can be expedited. It is doubtful much suc- 
cess can attend these efforts for the time being but 
there is no doubt that the arrival of a more peaceful 
world situation, will encourage renewed attempts at 
relaxation of these regulatory measures. The final 
disposition of this problem, of course, lies in the 
hands of the Federal Reserve Board, unless Congress 
should intervene. 


Cut-Back in Defense? 


While the prospect of peace in Korea has exerted 


an unsettling act and probably will continue to do | 


so during the next few months, we must consider 
whether these comparatively adverse conditions will 
not disappear as the enormous armaments program 
acquires momentum. This of course will depend on 
whether Congress will feel that the time has come 
to cut-back spending for defense purposes. The 
present rate of actual expenditures for defense is 
some 600 millions a week and will rise to 1 billion 
weekly at the end of the year. Unless altered by 
Congressional fiat, the figure may rise to 1.25 billions 
weekly by next summer. The President and the chief 
officials of the government have warned that regard- 
less of the outcome in peace negotiations in Korea, 
spending for defense must not be cut. They feel that 
world conditions will remain precarious for a long 
period and that the national security would be risked 
by any important change in plans for defense pre- 
parations. Although arguments will be heard back 
and forth during the (Please turn to page 472) 
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By GEORGE W. 


i primary factors largely account for the 
recent rise in popularity of so-called defensive 
stocks: (1) The promising outlook for an early ces- 
sation of hostilities in Korea which would encour- 
age hope of relaxation in inflation pressures which 
therefor might set in motion a thorough corrective 
market reaction and (2) the growing conviction that 
regardless of international uncertainties stocks have 
advanced to a level where a downward readjustment 
is warranted. Whatever the motives may be that 
have induced investors to turn their attention to 
less volatile issues for refuge it is not difficult to 
find persuasive reasons for considering the advisa- 
bility of a cautious attitude. 

Defensive stocks are to be found chiefly in the 
broad consumers industries groups. The most popu- 
lar categories are public utilities, foods, tobaccos, 
banks, chemicals, amusements, retail stores, soaps 
and vegetable oils, soft drinks and proprietary 
drugs. Anyone familiar with recent market trends 
will observe that few stocks in these industries have 
shown impressive gains. The exceptions are chemi- 
cals and drugs—at least, many chemicals and most 
ethical drugs. Shares in most of the consumer goods 
lines have been neglected because most of the indus- 
tries they represent are penalized by inflationary 
forces. And for the last year stocks likely to benefit 
most from inflation have commanded greatest in- 
vestment appeal. 

Accordingly, investors willing to place greater 
reliance now on non-glamorous groups find that a 
wide variety of seasoned issues offer not only the 
prospect of steady income and a fairly generous 
return but also the hope of reasonable market sta- 
bility. A study of a broad list of issues in the in- 
dustries previously mentioned shows that a sub- 
stantial number may be found at price levels not 
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The Attraction of... 
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not far above their 
average quotations for 
1949, when the cur- 
rent advance began. 
Shares of most variety 
chains, for example, 
have been drifting 
along in a comparative- 
ly narrow range for 
months barely above 
their 1949 lows. Re- 
presentative depart- 
ment store stocks have 
risen only moderately 
from lows of the last 
two years and still are 
well below their 1946 

















peaks. 
| Defensive Stocks Quiet 
| 
Thus, whereas 





| heavy industry stocks 

| have either surpassed 
their 1946 bull market 
highs or have closely 
approached levels of 
five years ago, the 
great majority of de- 
fensive stocks in con- 
sumer goods lines have 
accomplished little. 
For this reason alone 
the less exploited de- 

fensive issues should have appeal at this time. 

It is not the puropse of this discussion, however, 
to expound the merits of defensive stocks to the 
detriment of other groups. Rather it is the intent to 
draw attention to the characteristics of certain in- 
dustries and to present thumbnail sketches of repre- 
sentative stocks for the benefit of investors who 
feel that particular issues may fit into their invest- 
ment programs. Supplementing these comments, a 
comprehensive list of stocks is presented in the 
accompanying tabulation to illustrate the theories 
under discussion. With the benefit of statistical in- 
formation shown here, the reader may be able to 
gain a better perspective of investment objectives. 

Attention also should be called to stock groups dis- 
cussed in our reappraisal series in this issue—food 
and dairies as well as tobaccos. The most popular 
defensive issues favored by investors may be found 
in these categories. Another industry that also de- 
serves consideration in this connection, soft drinks, 
was the subject of a timely review in our previous 
issue. 






































The Seasoned Groups 


Aside from these groups, seasoned stocks with 
greatest defensive appeal at the moment are to be 
found in public utilities, variety and grocery chains 
and perhaps amusements. Inasmuch as many sea- 
soned stocks in variety retailing currently are avail- 
able well below their highs of 1946 and not far above 
poorest levels of the last two years, it may be well 
to consider typical stocks in this classification. Vari- 
ety chains have broadened their merchandise lines 
in recent years to include items ranging in price to 
as high as $5. Greatest emphasis, however, still is 
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placed on goods selling at less than $1, chiefly 
articles regarded as consumer necessities that ordi- 
narily are easily carried by the purchaser. 


Variety Chains Stable 


These retailers ordinarily experience compara- 
tively little improvement in business in boom peri- 
ods, but on the other hand sales recede only slightly 
in slack times. As consumer income falls, customers 
become more careful of their spending habits and 
turn to lower priced goods in the variety chains. In 
uncertain times, moreover, variety chains are less 
vulnerable to inventory losses than are department 
stores and specialty shops because a higher per- 
centage of goods handled consists of staples and in- 
ventory turnover is relatively more rapid than in the 
case of distributors of “hard goods” or fashion 
apparel. 

Popular stocks in this group have been selling 
lately on a basis to afford a return of about 6 per 
cent on indicated dividends. Although prospects of 
increased disbursements are not regarded as espe- 
cially strong, generally speaking, current rates ap- 
pear well protected and yields of as high as 6 per 
cent for seasoned issues of this type are generous. 
For purposes of illustration, it may be well to ex- 


amine several of the more important of these de- 
flated issues in some detail. 

The F. W. Woolworth Company, operating more 
than 1,900 outlets in this country as well as in 
Canada and Cuba and controlling a similar chain 
of more than 750 stores in Great Britain, is re- 
garded as the world’s largest variety chain organiza- 





tion. Development has virtually reached maturity, 
and growth in recent years has been more on diversi- 
fication of merchandise than on extension of outlets. 
Earnings have ranged from slightly below $4 a share 
to about $4.50 in recent years as sales volume gradu- 
ally has climbed (partly as a result of price infla- 
tion) to more than $600 million annually. Dividends 
appear to have stabilized at $2.50 a share (including 
50 cents extra). Incidentally, the company’s invest- 
ment in its British affiliate carried on the books as 
slightly less than $31 million had a market value 
at the beginning of the year of almost $200 million. | 

S. H. Kress & Company, regarded as the nation’s | 
fourth largest variety chain, concentrates activities | 
in the South and West. Stores number less than 300 
and have not increased in number importantly in 
recent years. Several have been enlarged and mod- 
ernized to keep pace with competition. Sales have 
fluctuated comparatively little at slightly more than 
$150 million annually. Earnings have ranged from 
































Statistical Data on Defensive Stocks 
Net Sales or 
Revenues Net Per Share 
Full Ist Quar. Ist Quar. Full 1950 Recent Div. Price Range 
Ist Quar. Year 1951 1950 Year Div. Price Yield 1950-51 
1951 1950 1950 
(Millions) 
Abbott Laboratories $ 24.0 sivas $1.02 $ .78 $2.91 $2.3512 55 4.2% 59-39% 
Allied Chemical & Dye 121.8 408.0 1.25 05 4.65 3.00 70 4.2 71%-50% 
Amer. Gas & Elec. 178.31 167.7 5.011 4.48- 4.86 3.00 56 5:3 5612-43% 
Amer. Home Products 48.9 164.2 71 79 3.06 2.00 3342 6.0 3434-25 
Amer. Tobacco 209.4 871.6 1.29 1.24 TAG 4.00 61% 6.5 76-59 
Beneficial Loan Corp. 14.6 44.5 86 .84 3.12 2.001" 28% 7.1 2834-20% 
Cleveland Elec. Illum. 20.6 70.0 1.11 .87 3.40 2.40 47% 5.0 47%-38% 
Colgate Palmolive Peet 72.7 211.8 2.04 ts? 7.66 3.00 48\2 6.2 55-37% 
Consolidated Edison, N. Y. 118.8 392.7 1.11 BL 2.44 2.00!- 31 6.4 3356-26 
Consolidated Natural Gas 54.5 134.7 3.29 2.56 5.03 2.2512 55 4.1 56 -40% 
Corn Products Refining 178.0 1.30 1.27 8.44 3.60 71% 5.0 7854-62 
El Paso Natural Gas 48.3% 38.6 2.77% 1.774 2.32 1.6012 27% 5.8 2852-2156 
First National Stores ie 371.8 3.74 1.75 37% 47 4412-32 
General Amer. Transport 28.6 87.6 1.19 1.09 4.95 3.00 48% 6.2 5834-45 
Household Finance 14.9 53.0 1.09 1.20 4.09 2.4012 36% 6.6 3834-2958 
Kroger Co. 461.66 861.2 1.506 1.547 3.56 1.87 33% 5.6 39 -26'% 
Liggett & Myers Tobacco 128.7 530.5 1.43 1.40 7.06 5.00 687% y A 892-66 
May Department Stores 91.2 416.6 3.46 1.50 32% 4.6 36 -22% 
Pacific Lighting 117.35 114.5 5.42° 3.298 5.88 3.00 51% 5.8 55%-48 
Penney (J. C.) Co. 351.99 949.7 : 5.46 3.5012 6812 5 A 7412-531 
Philadelphia Electric 160.73 155.5 2.223 2.044 2.31 1.5012 26% 5.6 2854-2356 
Pitney Bowes, Inc. ....... 5.9 21.6 36 41 1.77 1.00 16% 6.2 197%-14% 
Reynolds Tobacco ‘B’ ..... 182.6 759.8 78 74 3.73 2.00 322 6.1 39%-31% 
Sears Roebuck ............. si 1,065.419 2,556.3 6.08 2.75 5356 Le 58 -40 
Standard Oil of Indiana .. oe 362.6 1,302.9 2.21 1.62 8.09 2.0013 632 3.1 697%-42% 
Sterling Drug .......... amas 40.9 138.7 1.06 1.02 3.41 2.50 41% 6.0 4112-34 
Union Carbide & Carbon ...... 224.7 758.2 1.01 95 4.31 2.50 60% 4.1 62%-40% 
Woolworth (F. W.) Co. ............... 297.611 632.1 ; 3.83 2.50 422 5.6 51 -41% 
Wrigley (Wm.) Jr., Co. . 18.0 72.1 1:27 1.70 6.11 5.00 75 6.6 89%4-70 
(1) 12 months ended May 31, 1951 (©) Year ended March 31, 1951 (9) 5 months ended May 31, 1951 
(2) 12 months ended May 31, 1950 (8) 24 weeks ended June 16, 1951 (19) 5 months ended June 30, 1951 
(3) 12 months ended April 30, 1951 (7) 24 weeks ended June 17, 1950 (11) 6 months ended June 30, 1951 
(4) 12 months ended April 30, 1950 (8) Year ended March 31, 1950 (12) 1951 rate 
(13) Plus stock 
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TREET 


slightly more than $4 a share to a trifle above $5 


1948 with benefit of extra distributions. Real estate 
holdings are somewhat above average, with almost 
half of store properties owned. 


Retail Group 


In the retail group, apparel merchandisers and 
grocers probably deserve consideration, for repre- 
sentative stocks in these categories are well deflated 
and should fare well in the sort of economy that is 
to be expected. Typical of these are J. C. Penney 
Company and the Kroger Company. The former has 
been growing steadily, especially in the West, until 
outlets have exceeded 1,600, chiefly in comparatively 
small communities with populations of 50,000 or 
less. Popular lines consist largely of low to medium 
priced wearing apparel for women and children, cer- 
tain dry goods lines and merchandise appealing 
chiefly to rural populations. Stores are occupied 
mainly on long-term lease arrangements. Earnings 
have been edging upward in recent years in reflect- 
ing expansion of ‘volume and good control over 
expenses. A conservative dividend policy has held 
distributions to approximately half of net profits. 

In the grocery field, Kroger is widely known with 
its chain of more than 2,000 stores located chiefly 
in the Middle West. Management long has stressed 
emphasis on self-service super-markets as the most 
economical method of food distribution. Sales have 
risen steadily, partly in reflecting catering to larger 
populations and, of course, in taking into account 
inflationary trends. Volume has almost tripled the 
rate immediately preceding World War II. Earnings 
also have climbed in a corresponding ratio with net 
profit in recent years ranging above $3.50 a share. 
Dividends have fluctuated a bit in recent years in 
response to extra disbursements and adjustments to 
the 2-for-1 split, but the current rate appears fixed 
at $1.60 annually. 

Utilities have gained wide popularity as defensive 
issues, for they have been “put through the wringer” 
in the last fifteen or twenty years and have steadily 
improved their financial position. They have fared 
better than some other groups, for a change, in 
recent tax legislation, and all indications now sug- 
gest that they may be squeezed relatively little by 
excess profits taxes as well as by pending boosts in 
corporate levies. Adoption of the House proposal for 
repeal of the 17-year-old excise tax of 314 per cent 
on revenues derived from the sale of electric current 
would go far toward counteracting a boost in the 
regular tax rate. 


American Gas & Electric and Philadelphia Elec- 
tric are among prominent representatives of the 
power and light industry. The former serves a highly 
industrialized area in Michigan, Ohio, Indiana, Vir- 
ginia, Kentucky and Tennessee. Earnings have been 
advancing consistently to a level within striking dis- 
tance of $5 a share and dividends gradually have 
been pushed up to $3 annually. Even at prospective 
higher rates in view, net profit this year may come 
to $5 a share, against $4.86 in 1950, inasmuch as 
savings in taxes resulting from repeal of the excise 
levy might mean as much as 25 cents a share. 

Philadelphia Electric, serving a highly residential 
community as well as important industries, may 
show earnings this year comparing favorably with 
the 1950 showing of $2.31 a share, best in many 
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Consolidated Edison's huge plant on the 
East Kiver side of Manhattan 


years. Fairly substantial tax savings are in prospect 
for this company. Dividends have been raised to a 
$1.50 annual rate. 

Chewing gum manufacturers come in the con- 
sumer goods defensive classification, for their vol- 
ume of business ordinarily follows closely the trend 
of national income and growth in population. Pros- 
pect of a rapidly expanding “young fry” population 
in the next few years is favorable for these com- 
panies. Chief problem is the 5-cent tradition and 
keen competition that appears to prevent either an 
upward adjustment in prices or a decrease in size 
of the popular packages. 

The William Wrigley Jr., Company is regarded as 
the world’s largest producer of gum. Distribution 
is worldwide and exports are becoming increasingly 
important. Costs of raw material have been rising 
gradually, but increased mechanization in operations 
has helped to hold down manufacturing expenses. 
Earnings have been climbing since the war, when 
margins were squeezed by scarcities of materials 
and by price ceilings. Dividends paid at the rate of 
25 cents monthly have been supplemented by extras 
to indicate a $5 annual rate plus stock. 


Colgate-Palmolive 


In the soap and vegetable oil section Colgate- 
Palmolive-Peet is a popular example. It is one of 
the three largest companies in its field. The fact that 
about half of sales volume comes from abroad and 
therefore is a source of earnings exempt from excess 
profits taxes is interesting. Earnings are influenced 
considerably by inventory fluctuations, but have 
averaged well above prewar experience in recent 
years. Dividends seem to have stabilized at $3 a 
share annually including a year-end extra of $1 
a share. (Please turn to page 474) 
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By J. C. 


Gan reports now being issued for the 
second quarter show that net earnings of a majority 
of companies continued at an unusually high level as 
a result of the record volume of production and trade. 
Increased reserves for payment of federal income and 
excess profits taxes, including allowance for the fur- 
ther stepping-up of rates now pending in Congress, 
were more than taken care of by increased operating 
earnings, so that net income after taxes was mode- 
rately higher than in the second quarter of 1950— 
before the war outbreak in Korea and the ensuing 
boom. 

A comparison of the 1951 first and second quarters, 
however, shows a moderate decline, due to the per- 
sistent rise in taxes and other costs. Moreover, the 
quarter just completed produced substantially lower 
earnings than the 1950 third and fourth quarters, 
and was in fact the poorest in a full year. Thus the 
sharp quarterly gains over a year ago that have fea- 
tured the financial news for a full year are now 
drawing to a close. It will be the exceptional com- 
pany indeed that continues, in the face of still higher 
income taxes, to show quarterly gains as compared 
with the post-Korean boom. Aside from these overall 
trends, a number of other industry and general trends 
are discernible from the figures of individual com- 
panies. 


Industry Trends 


Among these other trends, two of the most out- 
standing are the divergent effects upon net income 
of a sales volume either expanding or stationary, 
and the stabilizing effects upon net income of the 
present high federal tax rates which tend largely to 
offset the fluctuations in operating earnings. As to 
the first trend, based on sales volume, the industries 
—aside from transportation, public utilities, and 
finance—might be divided into perhaps five different 
groups depending upon degree of expansion. Con- 
sumption goods producers which have had the least 
expansion in sales volume, and which therefore have 
been unable to pass on the higher income taxes and 
have absorbed them in lower net income, include 
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CLIFFORD 


SECOND QUARTER| 
» EARNINGS « | 


baking, dairy products, miscellaneous food processing 
and packing, soft drinks, brewing, distilling, tobacc 
products, drugs, soap, and cosmetics. Meat packing! 
is suffering an additional squeeze of high livestock 
prices against fixed selling prices, plus some holding 
back of cattle marketings. 

Of course, not all companies among these consump- 


tion goods industries experienced a decline in earn. ]} 


ings. Moreover, most of such companies are still 
doing quite well, despite the fact that they may 
appear to be situated relatively less favorably than 
many others. 


Second are those industries which have had a year }} 


of tremendous boom based upon scare buying of con-] 
sumers’ durable goods following the outbreak in 
Korea, but which now are being drastically curtailed 
by restrictions upon the use of materials and upon 
instalment credit. These include automobiles, prac- 
tically all types of household appliances, furniture, 
house furnishings, electrical apparatus and television, 
heating and plumbing equipment, hardware, tools, 
and building supplies. 

Next are the “growth industries” which, because} 
of their new products and of public demand, seem t0 
enjoy an above-average rate of long-term expansion, 
including chemicals, petroleum refining, paper prod- 
ucts, synthetic textiles, and rubber goods. Reports by 
many companies in these lines show that the growth 
factor has more than offset the sharp rise in income 
taxes. 


Record Steel Production 


Fourth are those basic industries which supply 
raw materials and parts to the other industries and 
thus are active whenever production generally is 
active—regardless of whether the activity represents} 
a boom in civilian or in war goods. These are the 
industries of steel, nonferrous metals, machinery, 
railway rolling stock, office equipment, and various 
metal products, as well as coal and metal mining. 
Steel output smashed all previous records for June, 
the second quarter, and the half-year. Current pro-) 
duction of over 2,000,000 tons weekly has almost out- 
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n the supplies of scrap. Price ceilings on machine 
pols are being lifted by government edict in order 
» spur production. Railway car builders are having 
eir third-quarter allocations of steel increased be- 
ause of the critical needs of the railroads in handling 
he mounting defense traffic. 

Fifth and last are those lines dependent to a major 
xtent upon the national defense program, either by 
hn expansion of their regular facilities—such as air- 
raft and ship building—or by the shift now taking 
Hlace from peacetime goods—such as electrical ap- 
jaratus, office equipment, farm implements, hard- 
jvare, tools, and a wide range of other products. 


Tax Effect on Income 


It is perhaps in this group of industries that the 
rreatest uncertainties in the outlook for earnings will 
be found, since their future prosperity will depend 
pon their ability to obtain government contracts, 
nd then to solve the numerous problems of supply, 
abor, production, costs, and taxes. Their interim and 
annual reports will be subjected to unusually close 
‘crutiny for the progress they reveal from one quar- 
ter to the next—which will be of far greater signifi- 


stabilizing effect upon net income of the high federal 
taxes. Existing rates are 47% for the normal and 
surtax, and 77% for the excess profits tax, with an 
overall tax ceiling on all three combined of 62%. 
Congress has pending a bill to increase taxes further, 
which has passed the House and is now before the 
Senate, setting rates of 52% for the normal and 
surtax and 82% for the excess profits tax, with an 
overall ceiling of 70%. 

It is understood that the generally accepted ac- 
counting practice is to use these proposed tax rates 
in the computation of corporate earnings statements 
for the second quarter. Such tax rates are being 
made retroactive to January 1, 1951, as provided in 
the revenue bill, thereby picking up the additional 
tax reserves that will be needed against first quarter 
earnings, originally computed on the existing tax 
rates. 


Interpretation of Reports 


Judging from the statements already issued by 
industrial companies, the federal tax reserve for the 
first half-year 1951 takes, on an average, about three 
out of every five dollars of earnings before taxes. In 






























cance than any historical comparisons with pre-_ the first half of 1950, such taxes took only about two 
Korean data. out of every five dollars. With taxes now absorbing 
ocessing) The other notable trend mentioned above is the more than half of all (Please turn to page 474) 
tobacc 
packing f-— { 
ivestock Quarterly Sales, Profit Margin and Earnings of Selected Companies 
holding 
Second Quarter 1951 First Quarter 1951 Second Quarter 1950 
camper po ine Net Per an Bre Net Per he dae Net Per 
in earn. ($ Mil.) Margin Share ($ Mil.) Margin Share ($ Mil.) Margin Share 
are still 
ey may WACO WIGS) | oss docivsctsecess poe Rae 2.7% $ .20 $ 86.3 4.1% $ .40 $ 60.3 6.0 $ 52 
sly than }| Barker Bros. 2 ve sees 1.3 .20 8.1 Fs 79 6.9 2.9 49 
Beatrice Foods 54.71 1.0 501 52.6 4.1 2.08 47.9 1.5 .67 
Ja vear Clark Equipment 31.3 5.1 2.36 28.7 4.9 2.11 135 8.1 2.35 
of con- || Consolidated Vultee 83.9 2.8 1.01 61.0 2.8 74 42.3 3.7 67 
reak ini) Dana Corp. 0... ee sex 6.8 1.25 43.1 3.8 64 33.3 11.5 1.51 
urtailed || DuPont 1 ... 387.2 13.7 1.24 382.8 15.5 1.26 314.5 21.5 14a 
1d upon |) Eagle-Picher Co. 21.5 4.2 1.01 21.5 4.2 1.01 14.4 4.3 n 
Ss, prac. Endicott Johnson .. werkt 75.56 7 916 ~ — 55.67 13 907 
rniture, 9) Eversharp, Inc. oo... ‘ ‘ 4.2 10.5 45 4.5 8.2 42 3.9 8.4 .33 
levision, {| Hercules Powder 1.40 55.8 7.1 1.46 38.0 9.5 1.33 
>, tools, || Kelsey Hayes Wheel . 29.0 45 2.132 24.3 6.1 2.40 24.3 67 2.67 
Kroger ‘Co.. ...2:5505:: .. 461.68 1.1 1.50 — — 381.39 1.4 1.549 
Tiescenragi MOG, Cente oscnsscvsisssccosorcisnstn 38.93 3.4 263 54.14 4.1 434 39.35 2.6 .205 
seem tiff] Mathieson Chemical ..........00.cccs 98 23.5 12.3 1.08 20.5 10.7 81 
yansion{|| McCord Corp 10.4 5.0 1.30 9.4 5.7 1.34 8.2 8.6 1.78 
Y prod. Mead Corp. 26.2 5.7 1.32 26.0 6.2 1.45 19.9 6.6 1.71 
sorts by} Monsonta Chemical ............ 71.8 9.0 1.30 67.9 9.1 zg 53.5 13.6 1.58 
growth] Mullins Mfg. Corp. 14.6 6.1 73 18.9 7.0 1.06 13.0 10.4 3.18 
income || Murray Corp. of America .............. 41.2 6.6 2.68 33.0 4.5 1.46 33.2 8.0 2.71 
Plough, Inc. Recsuliy kuddarsta aneadat ud dcusveviehend 3.9 3.1 an 4.5 4.0 .40 4.0 4.8 43 
ROIS OMMIUS,  axsdeesccescasedssdeaxcavasacdesents 7.4 TH. 98 11.4 10.5 1.43 7.9 12.8 1.22 
Seeger Refrigerator ....................000000. 28.2 4.6 1.2) 2:5 4.0 80 26.8 8.5 2.08 
Shamrock Oil & Gas... = 7.0 13.8 72 7.4 17.6 97 6.5 13.7 66 
supply Sheaffer (W. A.) Pen Co..........cccccccc. 6.1 11.2 .85 53 7.1 47 4.2 13.1 .68 
‘ies and Superior OH Co. (Callif.).....0.00.00000000.... 16.4 22.6 8.76 15.4 25.5 9.31 13.0 12.5 3.86 
rally is! Transue & Williams Steel...................... — oo 1.46 3.3 5.0 1.20 23 47 76 
resents RINGOPWOOUNGCOND!: «5.5.5 0csissvesnicstesdessscits — — 1.68 19.1 6.1 1.61 12.2 4.3 72 
are the Walker (Hiram) Gooderham & Worts.. — _ 1.41 102.6 6.8 2.40 76.0 7.8 2.08 
shinery, Wesson Oil & Snowd)rift........................ 43.3 3.1 93 57.8 2.9 1.20 44.0 6.4 2.20 
various VC TE] Cy ae aaa 8.3 18.1 2.14 8.0 18.3 2.08 6.8 22.5 2.17 
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1_Fiscal year ended Febr. 28, 1951. 
2—On combined class “A” and “B” stock. 
3—12 weeks ended June 7, 1951. 
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4—16 weeks ended March 15, 1951. 


—6 months ended June 3, 1950. 


5—12 weeks ended June 8, 1950. 8_24 weeks ended June 16, 1951. 
6—6 months ended June 2, 1951. 


924 weeks ended June 17, 1950. 
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Happening in’ in’ i Some : 
Washington 


WHITE HOUSE and democratic national committee 
soon will be confronted with the problem of whether 
a politician or a sound career diplomatist should be 
chosen as ambassador to free Japan. The idea of 
being the first post-war legate to Nippon has appeal- 





WASHINGTON SEES: 


Charles E. Wilson, defense mobilizer, has pointed 
up a major problem in his progress report to the 
President, and his words will come back to haunt 
him. Wilson finds many localized manpower short- 
ages throughout the land with an immediate im- 
pact asserting itself in the form of industrial 
bottlenecks. 

The mobilization chief suggested a solution. Both 
labor and management will be on his back to 
translate it into action. Wilson cites the need for 
placing procurement orders in the areas of labor 
plenty, locating new plants in those regions, shift- 
ing workmen from non-essential to critical em- 
ployment, and providing housing to keep pace. 

Abensteeism and labor turnover were found 
taking their toll too. But it will be difficult to over- 
come those evils, Wilson concedes, since voluntary 
action is the only approach. 

Congress will be plagued with demands that 
the new factories and supplemental housing spring 
up. The lawmakers will remember Wilson’s ac- 
knowledgement of the need, “demand” that he 
supply it, fail to give him the money or the 
authority, forget it. 

Management is going to demand something con- 
crete in the way of shifting of workers from peace- 
time pursuits to their assembly lines. Wilson will 
get the demands, won't get the power to enforce 
shifts. 

Difficulty is that Wilson is a businessman, a pro- 
ducer, not a professional politician. He’s not accus- 
tomed to double talk and his report was concrete, 
not abstract. But it’s being abstracted—in the union 
halls and by the manufacturers’ associations. 
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By E. K. T. 


WITH GERMANY 





ing publicity values and the politicos already are 
being heard from. But that country has major reha 
bilitation and other economic hurdles to surmount, 
needs trained and sympathetic contacts; more s90, 
perhaps, because Australia and New Zealand, close. 
by neighbors, aren’t in the mood to trust Japan ani 
will reflect that attitude in their ambassadorial 
choices. Weighing for a political choice is the up- 
coming national political campaign. 


GERMANY offers problems which are more on the 
military side than the diplomatic and President Tru- 
man is credited with an effective “selling” stroke 
by asking for a joint congressional resolution per: 
mitting him to call the War with Germany at an 
end. Occupation would remain, reparations woul’ 
not be given up, and the Alien Property Custodian 
wouldn’t close shop; but German nationals would 
have a load lifted from their necks, a large measure 
of national self-respect restored, and some interna- 
tional privileges reinstated. Contrast with the Soviet 
attitude was not lost on the Germans; it was invited 


CHOICE of Manly Fleischmann for administrator 0: 
the combined operations of the Defense Productio 
Administration and the National Production Author. 
ity (which have been running pretty much on paral. 
lel tracks anyway) should give business and industr 
comfort. Unlike some other administrators in Wash: 


ington, Fleischmann’s policies are well known be’ 


cause of his World War I work in the War Produc: 
tion Board. He has never strung along with thos 
who favored writing off normal business entirely in 
favor of all-out mobilization, has expressed the opin- 
ion they can exist side by side with proper admeas- 
urement of respective needs and priorities, that 
privation isn’t unadulterated virtue. 


BECAUSE no one has worked out an approach, the 
year-after-year movement to require that air mail 
subsidies be separated from actual payments for 
carrying mail matter via air probably will go by the 
boards again. The job does not seem difficult on the 
surface for no one asks that the aviation companies 
be deprived of subsidies; all that’s wanted is a book: 
keeping separation so the Post Office Department get 
lift itself out of the red by relating postal rates t 
actual carrying and handling costs. 
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The Capital's great guessing game today concerns 
what will happen If the Korean negotiations end speedily 
and successfully. The prizes for the right answers are 
high. The Defense Mobilization Administration is putting 
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AA We in almost frantic effort to condition congress to a policy 
of coming to a very Slow stop, not an abrupt one. Conversa- 
tions on Capitol Hill clearly indicate that the lawmakers 
aren't buying that one; they haven't been enthusiastic 

Ga Te about legislating controls, defense funds including 
civilian defense support, and new taxes while the unde- 


clared war was at its hottest, aren't inclined to pass such 
bills in peacetime. 
Press Safest possible bet is that a truce would knock 
the pending appropriation bill right in the head. The 
projected 60 billion dollar outlay looks even beyond 
material production potentials as they exist or are likely 
to come into existence during the fiscal year. Many 
Senators believe a sharp reduction would be realistic 
since, they say, it wouldn't be possible to pour the funds out fast enough to exhaust the 
appropriation -- unless the money is given away. Manpower recruitment would screech to a 
stop but the present military strength of 3 million men is likely to become a standard. 





























Congress already has clearly indicated what it would do with controls is 
given any encouragement by the world situation. The White House has failed to convince that 
dratic regulations on prices, wages, and distributive patterns are needed, had trouble 
with rent ceiling legislation, isn't satisfied with the laws now on the books but 
would have to be satisfied with even less. Even when Senator Kefauver is about, sena- 
torial colleagues will bet you even money the new tax bill will not exceed 5 billion 
dollars — more than 2 billion under the house draft and about one-half the amount the 
asked and the Treasury still insists is necessary. 












































The more international-minded members of congress and of the Administration, 
frankly are worried about what the impact of a Korean truce would be on world relations. 
They feel they have a difficult job cut out for them: to prevent the isolationists from 
forcing drastic action, the nature of which would be to establish that "mutual assist- 
ance pacts" haven't been what was intended when this country was in danger, and other 
signatories now may go it on their own. While the United States has footed the bill to 
keep a world family together, some of the members have openly traded with the enemy, 
have been slow to contribute manpower or material to the Korean problem, it is being 
constantly reiterated in the Capitol. 






































The "impossible" has happened in congress: a group of house members has been 
organized, has engaged expert budgetary advice, and has proceeded to enforce a true 
economy even when it hits their own districts and pet projects. It has always been said 
with rather reliable probative evidence that every member of congress is in favor 
of cutting appropriations — for the other fellow's district. The civil functions bill 
is the congressional pork barrel; this time the house cut it from 640 to 514 million 
dollars. Ordinarily, the house increases the committee recommendation by log-rolling 
new items into it: "you vote for mine; I'll vote for yours." 






































The congressmen are southerners and not too keen about Mr. Truman's 
Administration, even though all are democrats. They were spurred to action, says their 
Spokesman, when the President dared congress to cut appropriations. Their staff is headed 
by a long-time Bureau of Budget expert who's aware of departmental needs and can detect 
"fat" in a budget at considerable distance. Existence of the unusual bloc came to light 
when a constituent complained to Rep. A. S. Herlong of Florida that a pet project had 
been rejected. "I couldn't vote to reject the others and support my own," Herlong ex- 
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piained after revealing the setup. The congressman told all, except the name the 
lawmakers call their own group: "The Wrecking Crew." 











Federal agency economists with one ear attuned to the Kremlin are taking 
inventory of the vanishing inventories in retail outlets and may come up soon with a 
suggestion to congress that it relax credit rules. That there was panic buying immediately 
after the Korean situation broke out is a matter oi clear record. But it faded and 
didn't die in the ensuing months, with consumers buying far ahead of immediate needs or 
normal storing. Meanwhile, retail inventories ycrew ana now that much of next year's 
needs are supplied the country experiences such merchandising anomalies as the "price 
war" in New York City which probably was designed as much to clear overstocked ware- 
houses as to register approval of demise of the Fair Trade Act. 



































Many industries "made like mad" to beat the assured metals Scarcities and 
the enforced conversion to wartime production. The buying habits of the early Korean 
days, plus the government regulations which are slowing the movement of many durable 
goods, finds the factories with stocks which the retailers won't buy for the very ade- 
guate reason that they can't sell them in the current market. Maybe, runs the thinking 


























of some of the government merchandising experts, more favorable credit terms would move 
much of the merchandise already processed. Many of them think it's worth atry. 





RFC Administrator Symington's promise to operate the lending agency "in a 
goldfish bowl" is being manifested in release of the names of lawyers who handled 
borrowing deals, and the fees they were paid. If anyone expected that area of RFC to 
produce anything sensational, he was doomed to disappointment. During the 12-months 
period ended April 30, fees passed the $550,000 mark -- two of them accounting for about 
25 per cent of the total. But the deals were big ones, the negotiations protracted, 
and the personal attention of the lawyers somewhat constant. While the first listing of 
fees occasioned no critical comment, the observation was trenchant that a similar 
amount of money could buy a lot of patronage. 












































The fate of many resolutions peniing before congress is in doubt but there 
is one which certainly is not: Senator Hendrickson's proposal that members of the upper 
house be required to confine debate to the subject under examination. The New Jersey 
member accused the senate of "80 years of rambling;" he pointed out enforcement of rule 
would save weeks of time each session. But the privilege of the floor is valuable to 
lawmakers. It is an inviting sounding board for political attacks and recriminations, 
an excellent place to make political speeches which can be reprinted at slight cost, 
mailed to the voters without postage expense. 





























Congress last year made a step in the right direction but probably didn't 
go far enough when it passed the District of Columbia tort act setting up a list of 
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types of lawsuits which may be brought against the government without consent of congress. | 











Civil actions involving contracts may be brought at once under the Court of Claims Act; 
damage suits previously were subject to examination before suit was permitted. 








But committees still are flooded with claims and other types of private 
bills all of which reguire floor consideration before action can be completed. There 
is a movement afoot to set up a quasi-judicial agency to take over this work. The house 
judiciary committee, for example, has had a total of 1,514 private claims, immigration 
and naturalization bills referred to it in the first six month of this year. There 
are bills in the "active" file which have not advanced one step in three years. 





























Political headquarters of both parties, sizing up public sentiment just 
about an even 12 months before the national tickets will become known, come up with 
these conclusions: President Truman will be renominated, if he will accept ; Senator 
Taft is leading the republican field, but could be toppled readily should General 
Eisenhower stop playing hard-to-get. Barring Eisenhower's entry, considering it only 
as today's outlook it's: Truman vs. Taft. 
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By V. L. HOROTH 


» * all-important consideration in a successful 
negotiation of an armed truce in Kaesong, Korea, is, 
of course, the end to the loss of life. In addition an 
end to the fighting holds a number of promises for 
the harassed American taxpayer. A return to the 
cold war status on the international stage would at 
least give us a chance to catch our breath although, 
as the Director of the Defense Mobilization, Mr. 
Charles E. Wilson, recently pointed out, “the cutting 
of the defense program at this point is unthinkable. 

If the Kaesong negotiations are successful, it is 
certain that the opposition to higher taxes and to the 
continuation of the controls, especially over prices, 
will gather momentum. More severe budgeting which 
would give the Army and our Allies what is needed, 
but which would keep down the various “Fair Deal’ 
reform measures, is being more strongly urged than 
ever before. The House has already slashed to $7.2 
billion the $10 billion tax increase requested a few 
months ago by the Treasury. It is probable that the 
Senate will reduce the figure further. During the 
recent hearings the aforementioned tax increase, 
Defense Mobilizer Wilson, while urging its adoption, 
nevertheless warned that “U.S. economy would not 
take too long” one tax boost after another without 
impairing its efficiency. 


How Much Foreign Aid Is Necessary? 


One of the most controversial appropriations, on 
which hearings before the House Foreign Affairs 
Committee are now being held, is the size of our 
foreign aid. Under this Program, the President asked 


JULY 28, 1951 






Heaviest Tax Load 
Is Borne By Our Citizens! 


for $9.5 billion for 
the 1952 fiscal 
year. The opposi- 
tion is bound to 
center on the con- 
tinuance of eco- 
nomic aid in view 
of the impressive 
accomplishments 
reported by both 
the ECA and the 
OEEC which is the 
European counter- 
part of the ECA. 
The gist of the 
ECA report which covers 
the developments up to the 
end of last year is that 
Western Europe has _ not 
been in better shape since 
1937. Here are some of the 
accomplishments made with 
the aid of the American tax- 
payer: 





Industrial output in the 
Marshall Plan Europe this 
spring reached a new peak, 
some 40% above the 1938 
level, and over 60% above 
1947 when the ECA began 
its operations. 

The output of steel rose 
currently to an annual level 
of about 55 million tons as 
against 43 million tons pro- 
duced in 1938; it would 
have been even greater had 
it not been for the bottleneck of too little iron and 
steel scrap. 

The output of electricity in Western Europe is now 
nearly 100% higher than before the war due to the 
extensive building of hydroelectric centrals with 
“the counterpart funds”. 

Textile production is nearly 40% higher than be- 
fore the war. 

Motor vehicle output is averaging about 150,000 
units a month as against 82,000 units a month in 
1938. 

Agricultural production is running about 10% 
above the prewar figures. 

Foreign trade is about 60% higher than before 
the war, with the monthly value of exports running 
at a level of about $2 billion, as against 772 million 
in 1938. 

Intra-European trade expanded nearly 60% dur- 
ing the past three years, largely due to ECA pres- 
sure for the liberalization of trade. The OEEC re- 
port notes that the Western countries have learned 
“how to work together,” and their “combined effort 
will be carried forward in the same spirit of de- 
termination and cooperation as have enabled them 
to overcome the past obstacles”. 

Gold and dollar holdings of Western European 
countries other than Great Britain, although still 
substantially below the prewar figures, have gained 
over $500 million since the currency devaluations in 
September 1949. 

The dollar gap which in 1947 stood at $8 billion 
and which represented the excess of the payments for 
goods and services made to the dollar area countries 
over the receipts, was reduced to $1 billion in 1950. 
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According to the OEEC report, the Marshall Aid 
created in the Western European countries some 
$29 billion of real income: $7 billion helped to pay 
for the imports from the dollar area; $5 billion in- 
creased the investment in new plant and equipment 
to insure future production; $1 billion went for 
increased Government expenditures for better health 
and education; and $16 billion went to raise the 
standard of living nearly to the 1938 level. 


Counterpart Funds 


What’s more, American aid has not only made 
possible the expansion of Western European pro- 
ductive capacity, but the counterpart funds—which 
are the deposits made in local currencies for the aid 
received—have been used to keep down public in- 
debtedness. Through April 30, 1951, the equivalent 
of about $2 billion was used to write off public debt 
while the tax burden on the American citizen was 
being increased. In this way the British Labor Gov- 
ernment was indirectly enabled to pay for the na- 
tionalization of the coal industry. The bonds issued 
to the former coal owners are now being gradually 
retired with the aid of the counterpart funds. 











Government Revenues and National Incomes 





Europe Needs Nursing No Longer 


Even though the ECA and the OEEC argue that 
the economic aid to “convalescent” Western Europe 
should continue so as not “‘to endanger the ground 
already gained,” one cannot but question the advis- 
ability of continued economic aid in view of (1) the 
accomplishments already made, (2) the military as- 
sistance which we are giving despite the fact that 
ECA was intended to make the European countries 
self-supporting and able to provide for themselves 
the kind of military assistance we now are giving 
to them, and (3) the heavy tax burden which the 
American citizen is asked to carry in order to pay 
for our own rearmament. 


As a matter of fact, the “convalescent” European | 
economies of Western Europe can be much more | 
damaged by their own stubborn insistence to main- 


tain—for internal political reasons—the heavy expen- 
ditures for social and welfare purposes and (2) by 
high prices of raw materials, partly due to stock- 
piling tactics of their and our agencies. 

In Great Britain, for example, the defense expen- 
ditures were nearly doubled. However, instead of 
reducing the expenditures on the social services and 
subsidies the 1951-52 budget has increased 
them still more. The National Health Service, 
which means new hospitals, drugs, and medi- 
cal care for practically everybody, will cost 





Ratios: Nat. Income to 


the country some £470 million or about 5‘: 





























peso of the national income. The inflationary im- 
National Cent. Gov. Cent. Gov. Charges pact of such spending need not be stressed. 
a ee eee a In France a similar situation exists. Between 
; — a increased armament and social welfare ex- 
ev ager yr penditures it will be impossible to avoid add- 
(billions of dollars) 1938-39 67 5.8 8.7 19.0 ing fuel to France’s old enemy, inflation 
1949-50 216 37.0 17.1 28.0 ; sag ; 
1950-51 236 48.1 20.4 32.0 
mabied whiten 1951-52est. 265 61.0 23.0 34.0 Who Is Taxed The Heaviest? 
(billions of pounds) 1938-39 4.8 73 493 23.0 
1949-50 10.4 3.81 36.6 43.0 The Europeans usually argue that we can 
Vostazes. tre ong 368 43.0 |] well afford to pay for rearmament as well as 
Canada the foreign aid bill because our taxes are still 
(billions of dollars) 1938-39 3.99 50: 1255 20.0 lighter than theirs. A study made specifically 
eye ied yh - 2 for this article indicates that — generally 
1951-52est. 1650 373 226 29.0 speaking—this indeed was the fact but is no 
Australia longer as will be seen from the accompany- 
(millions of A. pounds) —. Bos oa : ed ing table which gives (1 )the relation of the 
1949.50 2265 567 250 voce central (federal) tax revenues to national 
France Cilia bo 8 Ok eee 
| aout ceaitiinid snd a ss ity contributions to national incomes, of the 
1950 7,280 1,778 24.4 31.0 nine countries selected only Great Britain 
Reigiom 1951est. 7,770 1,997 25.9 32.0 and the Netherlands have during the current 
(billions of francs) 1938 65 1417.5 fiscal year a lighter tax burden than the 
1949 250 64.1 256 34.0 United States. 
1950 265 60.9 22.9 32.0 In the United States, during the current 
Metherteonds tice ee -_ 32.0 || fiscal year, the federal tax revenues will ac- 
(billions of guildons) 1938 49 74 15.1 count for about 23% of our national income 
1949 14.2 3.93 27.6 33.0 compared to less than 9% in the 1938-39 
nie m a = =: — fiscal year. However, the overall burden of 
Sweden taxation, i.e. the federal and local taxes and 
(billions of dronor) 1938 10.2 1.44 14.1 19.0 social security contributions, will account 
oad “sone peo <a see during the present fiscal year for about 34 
1951 est. 260 490 189 320 of our national income as compared with 
Switzerland about 19% before the war. Thus in this coun- 
(billions of francs) a heed ae ee >a try the fiscal and social security tax collec- 
1950 17.0 167 98 200 tions are already far in excess of 25° of 
1951 est. national income, which as is generally agreed 
ion ~ I—Ratio of Central (Federal) Gov. Revenues to National Incomes among economists is about the top degree of 
II—Ratio of Fiscal and Social Charges to National Incomes taxation a healthy economy can support with- 
out undue strain. 
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The table incidentally also shows that it is unfair 
to make the tax burden comparisons on the basis 
of central government tax collections only. In Switz- 
erland, for example, the cantonal and other local 
taxes are larger than the central government taxes. 
Similarly, in the United States and in Canada, these 
local taxes represent a substantial additional burden 
which, however, is relatively light in Great Britain. 


The table shows that the heaviest tax burden, 
around 43% of the national income is carried by 
Great Britain. The next heaviest taxes are being 
imposed in the Netherlands, while in most of the 
other countries of Western Europe the tax burden 
amounts to just about one-third or slightly less of 
national incomes, Switzerland absorbing just about 
one-fifth of the national income. 


Limitations of Inter-Country Comparisons 


In appraising the true burden of taxation, account 
must be taken not only of the bare percentage rela- 
tion to the national income, but also of a number 
of other circumstances. A different degree of gov- 
ernment participation in the economic life of the 
country requires lighter or heavier taxation. In 
Great Britain, where the Labor Government “nurses” 
the people “from the cradle to the grave,” providing 
pre-natal care, maternity benefits, children’s allow- 
ances, education, meals in school. subsidized food, 
subsidized housing, medical attention, accident and 
unemployment benefits, old-age pensions, and fun- 
erals, it is naturally necessary to collect larger taxes 
than in the United States where the costs of most 
of the above services must be borne by individuals 
as personal expenditures outside of the tax struc- 
ture. Hence a true comparison of relative tax bur- 
dens would also have to allow for the financing of 
the same functions of the government. 


Account should also be taken of the distribution 
among different pursuits. In France, for example, 
where a large proportion of the population consist 
of small farmers who are self-sufficient to an amaz- 
ing degree, not only are the figures of national 
income understated, but the levying and the collec- 
tion of taxes is extremely difficult. Still another diffi- 
culty is presented in the countries where the national 
income is close to the subsistence level, as for ex- 
ample, in India. There the margin of average income 
above the subsistence level is probably very heavily 
taxed in relation to other countries. 


_One can conclude that since the average American 
citizen must pay out of his own pocket such services 
as maternity care, health care, funerals, etc., which 
elsewhere are paid for by the government, he is 
probably carrying a tax burden heavier than in most 
of the Western Europeans, Great Britain and pos- 
sibly the Netherlands. On the other hand we are 
unquestionably better off if one compares the ratios 
of taxation to the margin of average income above 
the subsistence level. That probably would be the 
fairest way of comparing the respective tax bur- 
dens. Unfortunately no one has yet attempted to 
compare tax burdens on that basis. 


The remaining two tables cover national defense 
expenditures (in dollars) on the per capita basis, 
and the per capita public debt. It will be seen that 
our national defense expenditures are by far the 
largest on record, more than twice as high as in 
Canada, three times as high as in Great Britain, 
more than four times as high as in France and 
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nadine eneiiniememmntoanteelll 
National Defense: Per Capita 
Expenditures in Dollars 
Percent of 
1950-51 1951-52 Nat. Income 
United States 134 248 14.4 
Canada 56 119 10.0 
United Kingdom 44 78 12.1 
France . : 42 57 11.1 
Netherlands 23 36 7.6 
| Belgium 20 31 4.7 
Sweden .. 25 23 sa 
Switzerland 21 23 5.0 | 
Australia : , Lb 36 49 | 














about ten times as high on the per capita basis as 
in Switzerland and Sweden. 

Our per capita public indebtedness is also larger 
than that of any other country. Moreover, it has in- 
creased since 1938 more than that of any other 
country, if comparisons are made in terms of dol- 
lars. The explanation is, of course, that various 
devaluations have lightened the debt burden for 
individual foreign countries. However, the British 
still have the heaviest debt in relation to their na- 
tional income. 

The point is that European arguments may have 
been right about the relative weight of the fiscal 
and social charges in the past, but definitely they 
are not right now. 

With the bottlenecks in our defense output removed 
and deliveries increasing, and with Western Eu- 
ropean rearmament getting into its stride, it may not 
be as necessary to push as relentlessly. If our colossal 
140 billion rearmament program now planned for 
three years could be stretched, say, to three and one 
half years instead, it would mean that Mr. and Mrs. 
Average American Citizen would have a longer time 
to pay for it, and would not have to dig into their 
pockets quite as deep. Furthermore, if the tempo of 
rearmament could be slowed down somewhat, it might 
be possible to relax controls over business. These con- 
trols, while unable to prevent the post-Korean rise 
in prices, are now tending to prevent the downward 
price adjustment. The relaxation of controls over our 
economy, and some moderation in tax burdens and 
in the tax increases which the Government is plan- 
ning might be just the remedy for the doldrums in 
which many business men find themselves. 























Per Capita Public Debt and National Income 
(In U. S. Dollars) 

Public Debt Pub. Debt 
1951°% Natincome % of 

1938 1951 of 1938 1951 Nat. Inc. 
United States 286 1,750 611 1,732 102 
Canada 333 1,206 362 1,170 103 
United Kingdom 711 1,428 201 637 224 
France 264 324 122 510 64 
Netherlands 250 600 240 474 127 
Belgium 170 614 361 670 92 
Sweden 92 352 382 761 42 
Switzerland 149 464 311 900 52 
Australia 639 780 122 734 106 
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By J. S. WILLIAMS 


Wiayear statements is- 
sued recently by the large 
banks show marked con- 
trasts with those of one 
year ago, reflecting the 
sweeping changes following 
the outbreak of war in 
Korea that have taken place 
in production, trade, prices, 
credit, and money. As the 
greater part of these chan- 
ges occurred during the 
nine months ended with 
March 1951, however, after 
which the trends tended to 
flatten, the June 1951 quar- 
ter reveals only moderate 
changes. 

Bank income accounts in 
five out of six cases show 
net earnings on the up- 
grade, with the increases. 
in revenues from loans, in- 
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inflated dollar values. There 
was expansion in other 
types of loans also — real 
estate, and installment — 
the only exception being 
loans on securities which 
changed little. 


This expansion of credit 
generally was checked, as 
already stated, around the 
first of April. Since then 
the total of loans has sta- 
bilized, although a consider- 
able amount of new lending 
— including defense pro- 
jects — has been offset by 
repayments on old loans. It 
appears that the voluntary 
credit restraint committees 
set up by the commercial 
banks and other private 
lenders are succeeding in 
their efforts to hold the in- 
flationary creation of more 
credit, without the need for 
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vestments, and most other 
sources still running ahead 
of the inescapable increases in operating expenses 
and in federal taxes. This means dividends being 
covered by liberal margins and gives further sup- 
port to the high investment rating now accorded 
stocks of leading banks of New York and other 
citics. The favorable long-term outlook for bank 
stocks is based largely upon their excellent record 
of earnings ever since the depressed early 1930’s, 
but their present attractiveness is enhanced also 
by market prices being so low relative to earnings 
and to book values. 

A condensed summary of pertinent figures for a 
number of the larger banks having a wide investor 
following is given in the accompanying table. 


Gross Income Up 


Gross income is up this year, although not from 
all sources. The principal increase has been in 
interest collected on loans, reflecting both a large 
increase in volume of loans outstanding and a rise 
in rates of interest. Expansion in the loan total 
began with the outbreak of war in Korea and was 
sharpest in commercial loans, as a result of the 
boom in civilian goods, stepping-up of output, ac- 
cumulation of inventories, and rise in prices that 
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extending government con- 
trol to cover all types of 
lending. In the two specialized fields where such 
government controls have been imposed — install- 
ment credit and real estate credit — the regulations 
W and X have acted as effective brakes in slowing 
down activities drastically. Other factors, of course, 
may also have contributed to this slowing down in 
the case of housing, automobiles, and appliances, 
including some saturation of markets, overproduc- 
tion, raw material shortage, glut of inventories, 
and excessive borrowing. 

While the total volume of bank credit outstanding 
is not expected to expand greatly in the near future, 
neither is it expected to contract. As more of the 
commercial and miscellaneous loans become liqui- 
dated, an offset should be increased loans specifically 
tied to financing defense plants and goods. 

Accompanying the expansion in loan volume after 
Korea, interest rates on most all types of loans 
have been moving to the highest levels in ten years 
or longer. This advance in rates has quickly lifted 
bank earnings, but the full benefit will not be real- 
ized for another year or more, due to the fact that 
many loan agreements, 
loans, provide for fixed rates which cannot be re- 
vised upward until the time comes for renewal. 
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The long-term trend of interest rates is a matter 
on which there are always considerable difference 
of opinion. Without becoming involved in the various 
philosophies and technicalities of this complex sub- 
ject, it seems safe to assume that the trend of in- 
terest rates generally will continue firm, in view 
of the action by the Federal Reserve Banks in low- 
ering the pegs on government securities and per- 
mitting the entire pattern of interest rates to re- 
adjust itself upward. At the New York Reserve 
Bank, the rediscount rate, which exerts a powerful 
influence in determining the course of other interest 
rates, was raised successively in April 1946, January 
1948, August 1948, and August 1950. 

In contrast with the increases in outstanding 
loans and in the income from loan interest, the com- 
mercial banks as a whole have experienced decreases 
in their holding of government securities and in 
the income thereon. Liquidation of governments was 
a direct result of the expansion in demand for loan 
accommodation, inasmuch as the banks had prac- 
tically no excess reserves available and in January 
1951 had their legal reserve requirements lifted by 
the Federal Reserve Board. Most of the liquidation 
of government securities was in short-term bonds, 
— and certificates, with little change in treasury 
bills. 

Offsetting the decreased holdings of U. S. issues, 
however, the banks obtained the benefit of a general 
rise in interest rates which limited the decline in 
dollar earnings. Inasmuch as the commercial bank 
holdings have always been concentrated in the 
shorter-term issues, which experienced the sharpest 
advances in interest rates, the resulting improve- 
ment in yields has been immediate and substantial. 


Decline in Government Bonds 


A problem, of course, has been presented by the 
drop in market quotations on government issues 
that occurred when they readjusted to the higher 
yield basis. Such declines in the market had the 





Interest Rates 





Money Rates Year Ago Today 
Commercial paper, 4-6 mos. .........ccee. 1.31% 2.18% 
Bankers acceptances, 90 days ...............::cccc 1.06 1.62 
Stock Exchange call loans ..0...0...0....ccces 1.63 2.12 
RAMEE MRI IG oan opis esecscsivgemers ee ans 1.17 1.60 
Treasury certificates, 9-12 mos. ......... 1.23 1.85 
Treasury notes, 2-5 yrs... 1.47 2.02 
Bank rates charged customers ................ 2.60 3.02 
F.R.B. of N.Y. rediscounts .... 1.50 1.75 
Bond Yields 

U.S. Treasury, over 15 yrs. .... 2.33 2.63 
Municipal, high-grade 2.09 2.12 
Industrials—Moody’s 2.66 2.91 
Railroads—Moody’s 3.15 3.29 
Public utilities—Moody’s ...... 2.81 3.11 























effect, theoretically at least, of wiping out paper 
profits or bringing about book losses. In actual prac- 
tice, however, most banks have built up large un- 
allocated reserves that could be used, to whatever 
extent necessary, for writing down government 
bonds without having to charge their current earn- 
ings. Moreover, in their bookkeeping of bond income, 
it is customary to amortize by regular monthly char- 
ges any premiums representing cost in excess of 
par value. Finally, it must be remembered that a 
rise in interest rates does not affect the collection at 
par of every issue at maturity, and since commercial 
banks turn over their portfolios rapidly, they stand 
to gradually work up their average yield every time 
that they re-invest. 


Miscellaneous Bonds Up 


These factors toward improved earnings are an 
important offset to the absence this year, because of 
declining market prices, (Please turn to page 472) 
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pore sem mame omc: 
Statistical Data on Leading Bank Stocks 
Total % of Total Assets 
Book Value Deposits Assets vu. S. Loans Net Per Share* 
Per Share 6/30/51 12/31/50 6/30/51 Gov't. & Ist Half Div. Recent Div. 
6/30/51 12/31/50 ——(Millions)—— Securities Discounts 1951 1950 1950 Price Yield 

Bank of Amer. N.T.&S.A. $17.21 $16.45 $6,316 $6,191 $7.021 20.7% 48.4% $1.35 $2.16 $1.50 27 5.5% 
Bank of Manhattan 32.62 32.26 1,243 1,212 ¥,2438 27:5 41.4 1.251 2.421 1.40 27% 5.0 
Bankers Trust 55.97 56.32 ¥4o7 1,642 1,972 24.6 42.8 1.05 2.60 2.00 44 4.5 
Chase National : 48.27 47.70 4,793 4,871 5,227 26.4 36.2 1.37 2.83 1.80 36 5.0 
Chemical Bank & Trust ........ 46.70 46.72 1,588 1,552 1,764 24.6 38.8 1.691 3.07 2.003 42% 4.7 
Continental Illinois (Chic.) ..... 103.73 101.74 2,338 2,378 2,553 44.7 22.1 8.02 4.00 90 4.4 
Corn Exchange, N. Y. ............ 64.63 63.70 733 778 784 49.1 15.4 2.43 4.83 3.00 61 49 
First National of Chicago .... 224.24 218.70 2.326 2.404 2.521 30.0 40.2 14.31 8.00 235 3.4 
First National of N. Y.. ........ 1,419.29 1,420.67 620 580 769 36.6 26.2 38.62 83.24 80.00 1230 6.5 
Guaranty Trust ..:..:...20..00seas-- 377.11 374.39 2,635 2,503 3,095 32.4 40.7 8.72 17.81 14.00 285 49 
Hanover Bank (The) N.Y.f 114.27. 113.47 1,563 1,616 1,729 32.4 34.0 7.78 4.00 89 4.5 
MEMINNGN PROSE: os ccosca nec accrserssaxcccians 23.79 a3.02 1,148 1,218 1,291 23.2 43.3 .67 92 -90 19% 4.46 
Manufacturers Trust .............. 61.78 59.44 2,374 2,581 2,580 33.8 30.8 2.401 4.631 2.40 53 4.5 
National City of N. Y.2 ... 54.34 56.78 §.173 5.244 5.709 30.8 35.2 1.611 3.701 2.00 45 4.4 
oN CO ELC eee 115.90 113.87 703 718 786 32.7 37.9 4.03 7.171 4.50 992 45 
Philadelphia Nationgl ............ 90.62 89.51 752 765 823 24.3 32.6 7.27 5.00 100 5.0 

(}) Formerly Central Hanover Bk. & Trust Co. (2) Including City Bank Farmers Trust Co. 

(*) Net indicated earnings (3) 1951 rate 

(1) Net operating earnings 
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Prospects and Ratings for Food and Dairy Stocks, 
Sugars, Tobaccos and Bank Shares 


Part I 


~ 
Ly prospect of an end of hostilities in Korea 
and uncertainty as to the impacts of such an event 
on the economy has created a good deal of confusion 
in the minds of many businessmen and investors. 
They wonder whether defense spending, the most 
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dynamic factor in the economy today, will continue 
according to the schedule or whether there will be a 
slowdown in the rearmament tempo, or even a re- 
duction in total outlays now contemplated. They 
wonder what may happen to controls, to prices and 


wages, whether current restrictions will be retained, | 


relaxed or removed. And of particular importance to 
shareholders, they wonder about taxes—whether the 
stiff House-approved boosts will become law or 
whether final tax increases will be less. 

Despite almost daily reiterations by official spokes- 
men that a cease-fire in Korea will make no differ- 
ence to defense plans, there is widespread conviction 
that in the absence of a shooting war, defense will 
lose steam with resultant profound repercussions. 
Securities and commodity markets have been re- 
flecting this thought. 

To assist our readers in arriving at sound invest- 
ment decisions under the conditions likely to prevail, 
and in realigning their policies with the selectivity 
dictated by varying industry prospects in the months 
ahead, The Magazine of Wall Street in addition to 
its regular coverage of important developments at 
this time presents its Mid-Year Security Re-apprais- 
als and Dividend Forecasts with particular emphasis | 
on new trends likely to shape up, including possible | 
temporary dip in business, a halt in inflation and a 
veering towards moderate deflation across currents | 
in civilian goods production, new trends in consumer 
buying, etc. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 1— 
Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with an upward earnings trend. 

Stocks marked with a “W” in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter “X.” Purchases for apprecia- 
tion should of course be timed with the trend and 
investment advice presented in the A. T. Miller 
market analysis in every issue of this publication. 
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Outlook for FOOD 


AND 


DAIRY Companies 
In The Second Half 


By STANLEY DEVLIN 


oo most people like to eat, food and dairy 
processors usually fare well when industrial activity 
reaches a high level and consumer purchasing power 
expands. Full pay envelopes tend to encourage larger 
appropriations for delicacies. Moreover, threats of 
scarcities spur anticipatory buying of foods that can 
be stored—such as canned goods and some dairy 
products. It is not surprising under such conditions 
that steadily rising national income and intermittent 
scares have contributed to good business for most 
food processors. Prospects for the remainder of this 
year are reassuring although inventory accumula- 
tion in the hands of distributors and consumers 
seems unlikely to be repeated this autumn. 


Narrower Profit Margins 


With agricultural prices tending to hold at levels 
considerably above 1950 and demand well sustained, 
most processors appear headed for increased sales 
volume this year. Some of the larger concerns should 
experience gains of 20 to 30 per cent, while marginal 
companies that were fortunate to have abnormally 
large supplies last year to take advantage of mili- 
tary orders as well as urgent consumer purchases 
may not fare so well this year. It would be only 
natural for food consumers to be more discrimi- 
nating in brand preferences so long as supplies are 
plentiful. 

Profit margins generally are likely to be narrower 
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with the result that most com- 
panies in this category may be 
headed for reduced profits. 
Such a trend would be in line 
with general industry, where 
higher tax rates have imposed 
burdens not easily shifted to 
consumers. Moreover, manu- 
facturing efficiency had pre- 
viously reached such a high 
degree of effectiveness that 
food processors have been un- 
able to make any important 
further headway in combating 
rising labor costs. Generally 
speaking, however, labor costs 
are relatively low in relation 
to sales in this industry, and 
increased operating expenses 
have presented a less serious 
threat to profit margins than 
heavier tax burdens. Although 
most of the strong, well man- 
aged companies in this cate- 
gory have reasonably satis- 
factory tax shelter, the mar- 
ginal companies which suf- 
fered declines in 1947 and 
1948 are less fortunate in this 
respect. 

In reviewing prospects for 
concerns representing various 
phases of the food industry, a 
comprehensive tabulation of 
latest available statistics and 
relevant comment is presented 
here. This is supplemented by 
the accompanying discussion 
of important recent develop- 
ments relating to dairy prod- 
ucts, packaged goods, baking 
and milling, canned goods and other branches of the 
industry. The general conclusion that may be drawn 
is that well situated concerns in these groups may 
be expected to do reasonably well this year. 


Dairy Companies 


Aside from beneficial effects of rising national in- 
come, dairy products processors are feeling stimu- 
lating influence of our rapidly growing young popu- 
lation. Children are primary customers of this 
branch of industry, and it is a well known fact that 
the growth in population in this country has reached 
an exceptionally high rate in the last decade. Milk 
production promises to compare favorably with last 
year’s strong trend. Indications point to a rise to 
400 pounds or more per capita consumption this 
year—a new high record. Only butter shows signs of 
turning downward, and even in this division the 
decline in consumption is much less than dairy farm- 
ers had feared as a result of repeal of punitive taxes 
on colored margarine. Incidentally, sales of marga- 
rine have increased only moderately as a result of 
the change in the product permitting coloring. 

Military requirements promise to have an im- 
portant effect on demand for food products, and this 
factor no doubt will contribute to establishment of 
new high records in milk consumption. Necessity 
for shipment of milk products abroad means in- 
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creased output of canned evaporated and dry milk. 
Moreover, the tendency toward increased expendi- 
tures on food at home points to a rise in ice cream 
sales after several years of downtrend. From an 
earnings viewpoint, the reversal in ice cream con- 
sumption is significant, for this item is an important 
money maker for most large dairy processors. 
Distribution costs have increased—especially in 
the fluid milk division—and although government 
regulations permit shifting of increased costs to the - 
consumer, higher retail prices tend to restrict con- 
sumption to some extent. Ordinarily, milk prices 
decline slightly in the summer, but this year reduc- 
tions have been negligible. Higher prices paid farm- 
ers for raw milk and wage increases for dairy em- 
ployees have offset possible lower retail prices. On 
the other hand, milk prices have not increased com- 





parably with mest other commodities. Hence, with 
consumer income rising, resistance on part of the 
consumer has had little adverse effect on sales. 

Earnings of major dairy companies should com- 
pare favorably with 1950 results. Pre-tax income is 
expected to expand impressively in line with en- 
larged sales. Excess profits taxes seem likely to 
bring about moderately lower net profit for leading 
concerns in this group even though exemptions are 
reasonably satisfactory for such concerns as Borden 
and National Dairy Products. Dividend distributions 
should be as large as in 1950 and in a few instances 
may be more liberal. 

Probably no other branch of food processing has 
felt the impact of increased purchasing power in 
the last 20 years. As family incomes have enlarged, 
especially among the working classes, larger porpor- 




































































cay ei niubeamiadiaeel _—-_--__ 
Pertinent Statistics on Leading Food Processors 
—Net Sales— 
Full —_—_—_-——-Net Per Share 
Year Operating Full Invest- 
1950 Margin Ist Quar. Ist Quar. 1950 1950 Recent _—ODiv. ment 
—(Millions)— 1950 1951 1950 Year Div. Price Yield Rating - COMMENTS 
‘ 2 1 2 , J 8.9% A Further moderate growth in sales indicated 

— FOE sistennssdnse $205.2 4.2% $ .50 $67 § 453 $3.00 33% C) — profi ett ol ikely to . by higher 
taxes and rising costs. Modtst year-end extra 
may mean $2.50 for year. s 

; % i 1 Including profit from sale of securities, earn- 
Beech-Nut Packing ........ 68.8 10.7 1.14 .65 S17 160 31% 5.1 B ings ye ys ly gear chead of lost ae 
espite narrower margins. Dividend may re- 
main at conservative $1.60. 
5 3 4 5 V ql Inability to offset adverse effect of higher 
ee 78.0 14.1 3.08 3.35 4.56” 300 «632% 49:2 B an Gee ae ae a ween, Meee oe 
x margarine sales disappointing. Continuance 
of $3 dividend seems likely. 
vie os i Increased volume and benefits of plant im- 
ag oe oe 631.1 5.6 4.69 2.80 46 6.1 A provements point oo oe profi margins 
which may boost earnings despite higher 
taxes. Dividends about same as in 1950. 
° . . 2 a4 mee 2 17 ; Repetition of scare buying unlikely this year 
California Packing ........ 222.8 13:9 16.60 5.501! 6258 8.7 B ar Gaak Salas et eemens har tae 
xX should remain above average. 
r 8 6 7 8 5 Liberal dividend assured by recent extra. 

Clinton Foods ................ 77.0 8.2 1.71 1.80¢ 2.28 2.40 30% 7.8 c+ Gene Gum at ima Glee oe 
promotional efforts give this company strong 
competitive position. Earnings and dividends 
about like 1950. 

Consolidated Grocers ....  153.3° io 2.50° 1.5029 1.715 1.5017 16% 9.1 Cl expansion and margins may improve some- 
—, oe pr rise ——_ from recent 
what, but higher taxes may bar gain in earn- 
ings. Liberal dividend to continue. 

Continental Baking ........ 155.1 6.6 97 Al 3.97 1.60 17% 9.0 C1 Wage increases and shorter hours point to 
narrower ——, a © 5 pote 7 a 
opposition to higher bread prices. Libera 
dividend seems well protected. 

Corn Products Refining... 199.6 16.4 1.30 1.27 8.42 183.6017 713% 5.0 A Promise of increased corn yields and greater 

X — — howd crop should — increased 
volume an etter margins for processors. 
Dividend appears secure. 
Stability of breakfast food market is favor- 

Cream of Wheat .......... 94 27.1 .36 BY f 2.28 2.00 26% 7.5 c+ able = std Growth Bona cided ene ol 
ation rise. Earnings expected to compare 
favorably with 1950 results. 

. J Dependence on bread and opposition to price 

General Baking .............. 106.7 49 29 d.08 1.59 op Ne 7S c+ senor. cts ence apraaioe lh cn 

i ings expected to dip slightly, but modest 
dividend appears protected. 
17 aa as V Rising costs and promotional expenses tend 

General Foods .............. 589.2 8.5 4.58 2409 AlN S39 A Sis Matos cael cease eee honey tae 
point to reduced earnings, but $2.40 dividend 
seems well protected. 

. 13 he en 13 3f Further moderate drop in earnings is indicated 
<—gian DATS wictissivessesce 395.8 4 5.87 2.50 59% 4.2 A in ‘fiscal year just Seledin tes heavier 
tax burdens and narrower margins. Divi- 
dends should hold at $2.50. 
i 20 9 sie a 20 3 9 ws Despite uptrend in business, sales may sag 

NS WO Be esvssesssieabnnost $170.5 5.0% $ 2:85 $2.25 37% 5.9% slightly this year in comparison with post- 
Korean boom. More liberal dividend indicated 
as result of stock distribution. 

d—Deficit. 76 months ended Mar. 31, 1950. 14_16 weeks ended April 21, 1950. 
1—1st fiscal quarter ended May 31, 1951. 8_9 months to Sept. 30, 1950; 15_16 weeks ended April 22, 1950. 
2—Year ended Febr. 28, 1951. fiscal year changed. 16_9 months ended Febr. 28, 1951. 
3—9 months ended Mar. 31, 1951. 936 weeks ended Mar. 10, 1951. 17_1951 rate. 

4_9 months ended Mar. 31, 1950. 10_36 weeks ended Mar. 4, 1950. 18_Plys stock. 

5—Year ended June 30, 1950. 11_Year ended Mar. 31, 1951. 19_5% in stock. 

6—6 months ended Mar. 31, 1951. 12_Year ended Nov. 30, 1950. 20_Year ended May 3, 1950. 


13_Year ended May 31, 1950. 


21_12 months ended April 30, 1951. 
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tions have been applied to the food budget with a 
resultant spurt in consumption of fluid milk, ice ary divisions is the traditional 5-cent price tag ham- 
cream and cheese. Prospect of continuance of a bet- pering margins to any considerable extent. Of great- 
ter than average improvement in purchasing power er importance is the strong uptrend in consumption 





aged goods. Only in the soft drinks and confection- 























































om- 
e is among the “lower one-third” of the economy is a_ which encourages enlarged sales and moderate eco- 
en- strong argument in behalf of food processors, espe- nomies in distribution. Abundance of supplies for 
"to cially in the dairy group. almost all important foods also is favorable. 
ling In the packaged field the pronounced growth in 
are | Packaged Foods demand for frozen foods has contributed to pheno- 
den F menal sales expansion, but earnings results have 
ions | Inflationary forces tend to impose restraints on been less satisfactory. Some companies have en- 
1ces earnings of packaged foods processors in lines which countered serious problems in this respect—notably 
have fixed price patterns. This problem is becoming in frozen juices. Public acceptance far exceeds ex- 
has § Jess important now, however, because the public has pectations with the result that processors scrambled 
- in | become accustomed to fluctuating retail prices and for adequate supplies of oranges and forced up 
xed, manufacturers gradually are breaking away from higher raw materials costs. Public demand abruptly 
0r- emphasis on firmly established quotations on pack- fell away when canners (Please turn to page 477) 
—T 
Pertinent Statistics on Leading Food Processors 
—-Net Sales— 
| Full -Net Per Share-———_— 
Year Operating Full Invest- 
= a | 1950 Margin Ist Quar. Ist Quar. Year 1950 Recent Div. ment 
ted —(Millions)— 1950 1951 1950 1950 Div. Price Yield Rating COMMENTS 
her 
‘tra 12 ~ a5 12 19 = — Sal t Iting f buyi 
ths: - fe, eer 59.5 15.6 9.45 19 likely raga ponent ac waar oa BE gene J 
irn- pany’s volume may suffer and lower earnings 
ear fy | R= a may result. Dividend .uncertain. 
re-ll | |i Libby, McNeill & Libby. 196.32 5.5 a = 1.612 8017 8% 9.3 C Competition expected to be keener this year 
= e || J ‘ ' . 2 : and earnings may recede, but further growth 
her i ethers in frozen foods indicated. __ 
nee|f | || National Biscuit ............ 286.4 13.2 $57 $22 3.08 2.30 32% 7.1 A Dividend policy likely to be conservative. 
2 Decline in basic raw materials prices would 
pid is Ww improve margins, but operating costs continue 
im- to hamper earnings. Continuance of $2 divi- 
re dend a reasonable hope. 
” National Dairy Products 906.4 7.1 = — 5.14 2.80 46% 60 A Slightly lower earnings are projected for this 
aa year despite indications of increased sales. 
ear Ww Heavier tax burdens felt. More liberal divi- 
sIts dend is possible. 
— Penick & Ford 43.3 12.0 88 74 3.89 3.10 37% 8.2 Bl Increased taxes and narrower profit margins 
——— : “ “i i suggest lower earnings this year despite 
ind further gain in sales. Dividend may be slightly 
ng - lower for full year. 
ids Pet Milk 137.5 5.5 80 08 7.04 1.60 50 3.2 Al Outlook for sales growth and continued satis- 
ae ; ‘ ‘ " factory margins suggests that net profit may 
ne- not be seriously reduced by higher taxes. 
ent More liberal dividend seen. 
de Pillsbury Mills os 200.913 1.4 = ~s 2.1613 2.00 33% 59 B Promising trend of animal feed sales and ex- 
__ |p |} Pillsbury Mills ................ pansion program point to another rise in 
to | earnings from low 1950 results. Dividend may 
-_ | 7 : ba = be kept at conservative $2 rate. 
ms Purity Bakeries ............ 75.3. 6.17 T1014 = 1.2415 3.58 2.40 28% 8.5 C High level of consumer buying power should 
_ boost sales and help offset rising costs. Earn- 
ter j ings may hold close to 1950 level and divi- 
ed | — —— dends should be the same. 
rs. | Slandacd* Brand: c...... 301.4 Sz 60 61 2.96 1.70 22%, 7.6 c+ Good diversification should permit resistance 
— } to declining sales, but margins may recede. 
or- | | Earnings indicated slightly under 1950 level, 
u-lt | | but $1.70 dividend may hold. 
= | Stokely-Can Camp ; 95.5 5.1 = = 1.63 1.00 14% 6.8 B Although favorable results of year just ended 
— ae ood. Soe ee seem unlikely to be repeated, earnings should 
ice | exceed 1950 fiqure and afford ample coverage 
se for indicated $1 annual dividend. 
Sunshine Biscuits ............ 101.0 12.6 1.58 1.61 7.24 4.00 63% 63 B Reflecting high consumer income, sales seem 
a likely to show impressive gain, but earnings 
nd WwW scarcely can do more than approximate 1950. 
7 Dividend may be same as year ago. _ 
United Biscuit. ..............:. 92.4 9.6 1.09 1.08 4.92 1.80 32 5.6 A Prospect of strong consumer demand and 
— greater stability in raw materials should help 
ed Ww sustain earning power. Hope of extra dividend 
had appears warranted. 
x Ward! Baking: :......:<.02 85.3 6.9 .42 38 3.69 2.00 17% 11.2 ¢€ Wage increase points to rising delivery costs 
ee eee and narrower margins unless prices can be 
ag * raised. Lower earnings for 1951 seen, but regu- 
st. lar $1 dividend seems secure. 
ed =. — 
7 d—Deficit. 7—6 months ended Mar. 31, 1950. 14_16 weeks ended April 21, 1950. 
1_1st fiscal quarter ended May 31, 1951. 8_9 months to Sept. 30, 1950; 15_16 weeks ended April 22, 1950. 
2—Year ended Febr. 28, 1951. fiscal year changed. 16_9 months ended Febr. 28, 1951. 
3—9 months ended Mar. 31, 1951. 9—36 weeks ended Mar. 10, 1951. 17_1951 rate. 
4_9 months ended Mar. 31, 1950. 10_36 weeks ended Mar. 4, 1950. 18_Plus stock. 
5—Year ended June 30, 1950. 11_Year ended Mar. 31, 1951. 19_5% in stock. 
6—6 months ended Mar. 31, 1951. 12_Year ended Nov. 30, 1950. 20_Year ended May 3, 1950. 
13_Year ended May 31, 1950. 21_12 months ended April 30, 1951. 
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Are the 
SUGARS 


Vulnerable 
to Peace? 


By FRANK R. WALTERS 


§ 
site the fact that many of 

them have paid good dividends (includ- 
ing extras) for some 
years, the sugar =z 
stocks, with the ex- 
ception of a few U.S. 
refiners and beet a 
sugars, are still re- 
garded as highly 
speculative and un- : 5 ii: 
worthy of inclusion 
in investment port- 
folios. This viewpoint seems to be a heritage of the 
1920’s and 1930’s, when many sugar producers had 
top-heavy capital structures or large bank loans, 
which made them vulnerable to any decline in the 
price of the commodity. To a considerable extent 
these companies have reduced their capital struc- 
tures to a sounder basis, and very few of the latter 
are now inflated. Moreover, some of these com- 
panies have built up good cash backlogs which in- 
sure some reserve for dividend payments. However, 
inventories have also been growing in recent years, 
and in looking at cash it is also important to study 
the ratio of both current assets and cash to liabilities. 

Because institutional investors look askance at 
the sugars, the individual investor may reap re- 
wards in the way of high yields and occasional price 
appreciation if he diversifies his sugar holdings, and 
reads the sugar news in his daily paper with careful 
attention. He must, of course, realize that there are 
several groups of sugar stocks (see table) and that 
frequently they are subject to differing influences. 


Price Fluctuations 


Sugar is a typical “war industry”. About one- 
third of world production is in continental Europe, 
where world wars are apt to disrupt the production 
of beet sugar. War also interferes with ocean trans- 
port and hence with the distribution of sugar sup- 
plies from far-flung production areas to consuming 
markets. Fortunes were made by Cuban sugar plant- 
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ers in World War I, only to be wiped out in the com- 


modity decline of 1919 and 1920. In World War II, 
world sugar prices advanced from an average of 
1.1 cents in 1940 to 3.1 cents in 1945; and this time 
instead of reacting sharply, they continued to ad- 
vance to 5.0 cents in 1947, and 7.0 cents recently. 
After the outbreak of the Korean war a year ago, the 
usual “scare” buying developed in sugar, and a sub- 
stantial amount moved from producers’ hands into 
inventories—wholesale, retail, and kitchen shelf. 
Early this year it was felt that supplies were quite 
adequate and that production was still somewhat 
excessive. Even some of the experts were lukewarm 
as to near-term prospects for price recovery. To the 
general surprise of the industry, perhaps, both U.S. 
and World prices have recently advanced smartly 
during a period when other commodities were reg- 
istering sharp declines. 

While it seems uncertain whether the move in raw 
sugars will carry much further in view of Korean 
“cease-fire” negotiations, in any event the rise has 
permitted the sugar companies (particularly those 
outside the U.S.) to improve their profit margins, 
earnings, and dividends, except where price gains 
may be cancelled out by poor growing conditions, as 
with some Cuban companies. Beet sugar producers 
in this country are also less fortunate, being handi- 
capped by high costs and taxes; and refiners’ profits 
are checked by heavy Federal taxes. 

World production this year is estimated at 40.4 
million short tons, nearly (Please turn to page 475) 
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Statistical Summary of Sugar Companies 








Fiscal 
Years 
ended 


1950* 


Net Sales 





1949* 


——_(Millions)—— 


Net Per Share 


1950 


1950 
Div. 


Div. 


1949 Yield 


Recent 
Price 


Invest- 
Price Range ment 
1950-1951 Rating 


COMMENTS 





Cuban, D 


Central Violeta Sugar 





aA 





an Pr 


ers 


9/30 $9.6 $96 $ 4.10 $ 3.63 $ 2.00 





Cuban Amer. Sugar...... 


9/30 


70.3 


68.1 


BAD 


9.2% 


21% 


245¢-12% C 


Dividend of at least $2 probable after 
end of fiscal year September 30. Con- 
solidated earnings estimated at only 
$2.50 vs. $4.10 last year, due to 
drought, etc. 





3.02 2.50 11.8 


21% 


2434-1544 C+1 


tarnings may hold around last year’s 
$4.49 (which included a non-recurring 
loss) despite poor growing conditions 
early in the season. An extra dividend 
of $1 or more in the fall appears likely. 





Cuban Atlantic Sugar 





Francisco Sugar 


.. 6/30 


15.1 





Guantanamo Sugar 


9/30 7.2 





~ Manati Sugar .. 


6/30 12.8 





Vertientes-Camaguey 





West Indies Sugar 





Puerto Rican Producers 


9/30 











42.0 





4.521 


15.31 


Central Aguirre Sugar... 7/31 16.0 14.0 
~ Fajado Sugar ................ 7/31 128 14.1 
~ South Porto Rico Sugar. 9/30 31.1 32.8 
Beet Sugar Producers _ _ 
Amer. Crystal Sugar........ 3/31 38.11 28.42 
Great Western Sugar 2/28 70.13 4634 — 
~ Holly Sugar . . 3/31 40.4 44.0 
sinners 7 
American Sugar Ref.......12/31 287.2 277.1 
National Sugar Ref.........12/31 149.1 132.2 


Ag 


2.08 


2.393 


4.51 


3.54 3.00 87 


343% 


372-18% 


C+1 


Earnings expected to compare favor- 
ably with $6.63 fiscal year 1949-1950. 
Regular annual dividend rate being 
prt «a from $2.50 to $3 (on present 
stock). 





2.50 11.3 


22 


' 10% 


13. 


245%- 9% 


12%- 6% C+ 


“14% 7% C 


2.00 11.3. 175% 20%-12% C 





38 


2036 


62% 65%6-36% B 


18% 


18% 


39%-19 


207-15 


2834-172 C+1 
22%-18% C+1 
22%4-16%4 C 


C+1 


c+1 
___ before year-end. 


oH 





__Possible. 


Earnings for fiscal year ended June 30 
perhaps exceeded last year’s $4.53. 
Annual $2.50 dividend may be paid in 
September, though past payments ir- 
regular and cash position not large. 
Due to light rainfall last fall crop may 
ave been reduced, but profit margins 
should be better. A $1.50 dividend was 
recently paid vs. $1.00 a year ago. 
Profit margins probably well main- 
tained in fiscal year ended June 30. 
Some improvement in 80 cents divi- 
dend possible unless Company desires 
to build up depleted cash. Past record 


erratic. 


A $1 dividend was declared payable 
November Ist, maintaining $2 annual 
rate. Current yield about 11%. Com- 
pany had no funded debt, but cash po- 
sition last September was not very 
favorable, due to high inventories. 

Earnings for year ended September 30 
may show some improvement over last 
year’s $6.71. Cash position excellent. 
Extra recently paid, and another likely 


should benefit by higher 


Company 
world prices. Unusually long dividend 


record, since 1915. 40 cents regular 
and 10 cents extra paid quarterly (less 
_20% Puerto Rican tax). 


Record irregular, but earnings may ex- 


ceed last year’s $2.78 in fiscal year 
ended July 31. Dividend payments gen- 
erous (including proceeds from prop- 
erty sales in 1949). Cash position fair. 
Very strong financial position with 
working capital of $18 per share Sep- 
tember 30, 1950. Earnings should con- 
tinue at good levels. $2 dividend paid 
July 2 and substantial September extra 


Profit margins may be narrowed by 
higher operating costs and taxes. Con- 
servative amount $1.20 dividend rate 
supplemented by extra in April, and 
eventual increase in regular rate pos- 
sible. Cash improved by recent sale of 
land for $6 million. 

Earnings in Feb. fiscal year showed 
large gain; $1.20 annual dividend rate 
supplemented by 40c extra in April. 
1951-2 fiscal year may be less favor- 
able due to smaller plantings, inade- 


quate labor, and taxes. 


Dividend rate held at $1 since 1941 
despite upward trend in earninas. Low 
payout and expectation that subsidi- 
ary’s oil drilling may prove successful, 
account for relatively low yield. 





184 1.50 7.3 
2.76 3.00 13.3. 
“7.02 8.00 12.8 
3.232 1.50 7.0 
1464 135 «72 
2.66 1.00 53. 
10.75 10.00 15.6 
440. 2.50 9.4 


64 


73%-38%2 B+ 


26% = 32%-26 = C+1 





1947-50 earnings relatively high and 
dividends last year totalled $10. 
Heavier tax rates and other factors 
may retard earnings, but quarterly 
payments of $1 regular and 50c extra 
expected to continue. 

While earnings may be somewhat 
lower this yetr due principally to 
heavier taxes, regular $2 dividend rate 
should be maintained; payment of 50 
cent year-end extra seems less assured. 
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*—1949-1950, 1948-1949 fiscal years respectfully. 
1_—March 31, 1951. 


Pe 
$< ________ | | eee 


2—March 31, 1950. 
3—Feb. 28, 1951. 


4—Feb. 28, 1950. 
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By PHILLIP DOBBS 


Be | rends long established in 
the tobacco industry in the United 
States based on current figures 
from government sources, are con- 
tinuing, and show very little pros- 
pect of changing for a long time 
to come. Several features are note- 
worthy as reflecting conditions in the period June 30, 
1950—June 30, 1951. First is the new record of 
approximately 410 billion cigarettes compared with 
383 billion 1949-1950 and 390 billion 1948-1949. The 
second interesting feature is the change in the cigar 
industry which was favored by a reversal in the 
former gloomy trend of falling sales experienced in 
recent years. This is indicated by the fact that for 
the first eleven months of the fiscal year ended June 
30, cigar production amounted to approximately 
5,237,000,000 units, a gain of 235 million compared 
with the previous period. 

Illustrating the major trends in the industry, it is 
noteworthy that according to Dept. of Agriculture 
figures, consumption patterns for the past twenty 
five years indicate that part of the increase of over 
270% in consumption of cigarettes from 1925 to 
1951 was due to switching from cigar and pipe smok- 
ing, tobacco chewing and the use of snuff, combined. 
The other part of the increase, of course, is due to 
increased population and its demands, and to the 
higher national income and purchasing power of 
individuals. ’ 

Based on past experience, it may be taken as 
axiomatic that successive increases in the price of 
cigarettes, whether caused by increased manufac- 
turers’ prices and Federal taxes, or both, will not 
in themselves deter the steady increase in cigarette 
consumption, as long as the national income remains 
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high or increases. 

Despite this favorable economic background, com- 
petition among the leading producers, which has 
always been a markd feature, continues even more 
strenuous. This year, most manufacturers will spend 
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from 10% to 20% more on advertising, with the bulk | 
of the increase in TV. While the total output of | 


cigarettes is enormous, the rate of gain in recent 
years has not been large, and this forces manufac- 
turers to fight for public support in order to main- 
tain their positions. 


Tobacco Costs Up 


The cigar industry remains in a less satisfactory 
position fundamentally, despite the recent moderate 
increase in consumption. Groups of manufacturers 
in this field are making uparalleled efforts, through 
new form and techniques of advertising, to spur 
sales. It is expected also that the increase in arma- 
ments production will increase sales among factory 
workers. 

Prices for the 1951 crop of flue-cured tobacco 
will be supported at an average loan rate of 50.7 
cents a pound, contrasting with 45 cents last year. 
This new support price at 90% of parity should 
suffice to give farmers a fair return in relation to 
costs. The actual price of flue-cured tobacco is 56.3 
cents compared with 50 cents a year ago. 
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During the first half of 1951, tobacco costs were 
about 6% higher than last year and other costs 
were up to some extent also. This will be partially 
> offset by increasing operating efficiency and especial- 
) ly the 6% increase in prices put into effect last year. 











e | Supplies of leaf are ample and the prospective in- 
» crease in the tobacco crop used in cigarette manu- 
facturing will probably be greater, thus lessening 

9 » any pressure for higher prices. 
e | On the basis of existing prices and demand for 


' manufacturers’ products, *the tobacco industry this 
year should produce earnings results comparable 
with the generally excellent returns of 1950, though 
fiscal net may be moderately affected by the prospec- 
tive increase in taxes. However, most companies 
have a favorable base of exemptions as to excess 
profits taxes. Dividends for the more important 
cigarette and snuff companies seem quite secure, 
but those for the cigar industry are uncertain. 


American Tobacco Company 


In common with the shares of most of the other 
tobacco companies, American Tobacco has hovered 
‘In a comparatively narrow price range for 1951, 
the prices being 687-59. In common with the market 
as a whole, the shares have tended down in recent 
months and to that extent the fact that they are 
selling at an appreciable discount from the highs of 





last year should not be overly stressed. Partly owimg 
to higher average selling prices, total volume of 
sales have shown a small increase and it is intici- 
pated that total sales for 1951 will exceed 1950 by 
about 3%. The company is fortunate in that two 
of its products, Pall Mall and Herbert Tareyton, 
are selling at a rate faster than that of the industry 
generally, while its chief product, Lucky Strikes, is 
holding its own. American Tobacco, like the other 
tobaccos, will be affected by the general rise in 
corporation taxes and may be compelled to meet 
the added burden of an increase in excise taxes. 
However, the base for EPT is around $5.30 a share, 
and with earnings for this year expected at $6.00 
to $6.50, there is ample coverage for the $4 dividend 
rate. The stock is now selling on a good investment 
basis and may be held for income, with a yield of 
about 6.6%. 


Reynolds Tobacco Company 


As with the other companies in this field, the 
essential factor governing earnings for 1951 will not 
be in its control for that will rest with the govern- 
ment’s decision as to the expected rate of tax in- 
crease. The net exemption for this company is 
around $2.70 a share but this is rather comfortably 
far off from the average rate of earnings in the past 
two years of $3.75 a (Please turn to page 471) 
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SS AF SPSS SN SS SPs hs Neon onan se 
Position of Leading Tobacco Companies 
Net Sales 
Ist Full ——Net Per Share-——— 
Quarter Year Operating Full Invest- 
1951 1950 = Margin Ist Quarter Year 1950 Recent Div. ment 
~———(Millions) 1950 1951 1950 1950 Price Yield? Rating COMMENTS 
American Snuff ............... 4.0 13.7. 20.4 1 300 : 9° Trade position secure, but margin of earnings over 
$ $ 0 $ 82 $ 87 $3.18 $3.00 39 76% 8B dividends somewhat reduced in recent years. Strong 
financial position, however, should warrant continued 
a ne aCe ee ee ’ ee kk. 
American Tobacco ............ 209.4 8716 9.9 1.29 1.24 7.17 4.00 60% 6.6 A Net sales continue to show moderate decline and 
W earnings for current year may be somewhat off from 
last year. Sales of new king-pin sized cigarettes 
a ee ee ssi ll iel : being pressed. Dividend rate secure. 
9m- Bayuk Cigars ..............0.... 6.8 30.2 4.8 16 01 94 80 10 8.0 C+ Competitive conditions in industry acute though over- 
* all sales show improvement. Earning power not 
has stabilized and dividend rate cannot be considered 
ee ewe 
ore Consolidated Cigar ........... 11.4 50.2 9.3 87 1.23 7.26 2.003 26% 7.5 C-+ Largest and most successful of companies in field. 
end ! | He . i | f ' Earnings in current down-trend but margin wide 
ulk , eo CEG TEA A PSE ONS Cie ee feed enough to continue payment of 50-cent quarterly 
ans 2 s as sae, SERB PDA eM RE ESA __ dividend. ne 
of General Cigar .......0.000...... 6.6 29.0 4.8 43 007 1.15 1.00 15% 6.4. C-+ Faced with increasing competition and price-cutting. 
, "Earnings position not stable though first-quarter re- 
ent 
: sults show improvement. Present rate of dividend not 
‘ac- . eee eee ni as ____considered entirely secure. a bo 
‘in- MMOS WS iyccccccctucniccs a 99 233 54 .64 1.99 2.00 23% 8.5 A long-time established snuff producer. Earnings char- 
WwW acteristically stable and have provided payments of 
dividends for many years. Entrenched financial posi- 
; er ee et ee ee ___tiona feature. ey 
liggett & Myers .............. . 128.7 530.5 10.5 1.43 1.40 7.06 5.00 68 73 A Sales of Chesterfield, main producer, holding, but in- 
crease in advertising, expenses necessary. Together 
with other leadina manufacturers, has increased earn- 
ings in first quarter. Current dividend rate extremely 
ory ee ee eee ne E.R “ 
RORINGEGY .csccccscsecvcese 41.4 167.9 ao .50 oe 2.69 1.85 21% 8.6 B Increased demand for Old Gold, but additional dis- 
ate bursements for advertising necessary to hold sales 
ers position. Only one of big companies to show decline 
. in profits for first quarter. Dividend not as well se- 
zh Sea ee SN i =—- = eas = ; ____cured as leaders but seems established at present rate. 
Philip Morris .... vecsseese 77,81 305.82 12.22 1.321 1.464 6.622 3.50 47) 73 Management exceptionally astute and has produced 
yur 4 B 
W highly successful advertising campaign in recent years. 
na- Earnings outlook favorable and dividend recently 
yr re recess Sa ee ee ren ME ee ee ___increased. Year-end extra anticipated. pelts: 
y Reynolds Tobacco ‘’B”...... 182.6 759.8 10.7 78 74 3.73 2.00 32% 6.1 A Leader in field of sales with Camels. Earnings should 
approximate those of 1950. Wide margin of earnings 
2c0 above ag with good return for stock in in- 
¥ } 2 ae oe ee or eee = See ee ee ee <9 ___vestment class, : - . 7 
0.7 fF PU. S. Tobacco one §=66 23.3 207 36 8.36 1.49 «1.35 18% 7.2 One of the oldest snuff manufacturers, also smoking 
: B 
ar I WwW tobaccos. Unbroken record of dividend payments for 
id i pa years. Strong financial position supports divi- 
] | end payments. 
to | +—Based on 1950 dividends. 3—Plus stock. 
5.3 | 1—1st fiscal quarter ended June 30, 1951. 4—1st fiscal quarter ending June 30, 1950. 
I -—Year ended March 31, 1951. W—Recommended for income. 
ET | 
} 
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August 

Looking at the August record 
since the start of World War I, 
the Dow-Jones industrial average 
had a net gain of some importance 
in this month in 10 years, substan- 
tial declines in 8 years, and was 
unimportantly changed in 18 
years. This does not foot up to 
any “seasonal tendency.” The big- 
gest August gain was in 1932, 
with a rise of nearly 35% from 
an extremely low base. The month 
has brought nothing nearly that 
spectacular on the down side. 
However, August saw the start of 
the dynamic phases of the 1937- 
1938 bear market and of the 1946 
break of about 49 points in the 
average. 


Summer Rally 

Whatever happens from here 
on, market historians will record 
that the “traditional summer rise” 
occurred in 1951. Some take the 
May closing level as the reference 
point, others the June low. From 
both, but especially the latter, 
there has been a substantial rally 
in July, up to this writing. As con- 
cerns maintenance of the seasonal 
tendency, it is now immaterial 
whether the August high betters 
that of July. In about two years 
out of three there has been a rise 
of 10% or more by the industrial 
average, from the June low, with- 
in the July-August period. In the 
present instance, the move from 
the June low up to this writing 
would have to be about doubled 
to equal 10%. As that would take 
the average to a new 1951 high, 
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the chances of a 10% rebound are 
slight. Perhaps it is worth repeat- 
ing, as this column has empha- 
sized before, that it does not pay 
to try to “play the market” to 
profit out of seasonal “habits.” 
Taking this thought a step fur- 
ther, it does not pay to try to 
“play the market” at any season. 
On the other hand, investing or 
speculating in individual stocks, 
chosen through careful analysis 
of pros and cons, is not “playing 
the market.” 


Selectivity 

This is a bear market for hold- 
ers of some stocks, a bull market 
for holders of others. In short, it 
is so selective a market that one 
could easily put undue stress on 
what the “averages” are doing. 
In general, speculative stocks are 
faring poorly, making new lows 
in each zag of the market zig-zag. 
There is generally good demand 
for growth stocks; high-grade 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Brown-Forman Distillers 
National Pressure Cooker...... 
International Shoe Co........................ 
Oklahoma Natural Gas. 

Western Union Telegraph 
Pittsburgh & West Va. Ry. 

Southern Pacific Trans. Sys....... 
American Gas & Elec. 

Firestone Tire & Rubber 


U. S. Plywood Corp..... 


een Sn enersgsenncnnnnnnnenssSsnnnnseseeesecseneeneneeeeeeeeeeeeeeeeseeeeeneseeeseeeeeeeeeeeseeeeeeeees nemesis eee ere ae eee 
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THE 


stocks; and the 


stable-dividend ! 
minority of “special situations” 


favored by earnings prospects, 


prospective stock splits, dividend | 


boosts, or otherwise by significant 
company developments. The per- 
formance of stocks emphasizes 
the individual approach, and less 
preoccupation with “the general 
trend” than in some time. A ma- 
jor reason therefor at present is 
the shrunken role of speculators 
and the increased influence of in- 
stitutional investment funds of all 
types. The holder of stocks which 
meet the prudent-man rule for 
institutional purposes is bound to 
fare at least better than average. 


Stocks 


A partial list of stocks which 
have been acting much _ better 


than the general list—persistently | 
so in most cases—includes: Ad- 


dressograph-Multigraph, Ameri- 
ean Cyanamid, Allied Chemical, 
Amerada, American Gas & Elec- 


1951 1950 

Year April 30 $7.07 $4.64 
March 31 Quar. 49 34 

. 6 mos. May 31 1.37 1.34 
12 mos. May 31 3.26 3.04 
5 mos. May 31 2.81 1.74 
5 mos. May 31 1.18 1.14 
5 mos. May 31 4.20 3.38 
12 mos. May 31 5.01 4.48 
6 mos. April 30 11.69 6.68 

. Year April 30 5.99 3.07 
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tric, American Home Products, 
American Natural Gas, American 
Smelting, American Viscose, An- 
chor Hocking Glass, Dow Chemi- 
cal, Cleveland Electric, Columbia 
Gas, Commercial Credit, Com- 
monwealth Edison, Consolidated 
Natural Gas, Corning Glass, Fire- 
stone Tire, First National Stores, 
Goodrich, Goodyear, Marathon 
Corp., Mathieson Chemical, Min- 
neapolis - Honeywell, Monsanto 
Chemical, National Distillers, Na- 
tional Lead, Ohio Oil, Phillips 
Petroleum, Rayonier, Sterling 
Drug, Sutherland Paper and 
Union Carbide. These issues aver- 
age pretty high in quality. Some 
have recently made new 1951 
highs; and all others are close 
to previous highs, at this writing. 
Some have been commented on 
favorably heretofore by this col- 
umn. However, citation in this 
item, on the basis of market ac- 
tion, is not to be construed as a 
blanket recommendation. No 
deubt some of these issues are 






















ons”} sound values on a longer-term 
ects,| prospective; while in others the 
dend| prices has gone very far, if not 
icant! too far, in allowing for all favor- 
per-| able considerations. 
sizes | 
less Rubbers 
ieral|, It is perhaps an understate- 
ma-) ment to say that tire makers have 
nt is| profited handsomely in the post- 
itors |) war era to date. Judged by pre- 
f in-! war standards, their earnings are 
f all” “out of this world.” This group 
hich of stocks has yet to top the ex- 
for! cessive level reached in the mid- 
id to| 1920’s and might never do so: but 
‘age. is historically high, from any 
modern perspective. It has been 
hick given another push recently by 
bene publication of excellent_ interim 
ntly| €arnings reports by Firestone 
“hall Tire and General Tire. The basic 
saul position of the industry is con- 
Seal siderably better than it used to 
Real be — but it has not been con- 
- verted either into a true growth- 
== industry or a stable-profit indus- 
try. It remains sharply subject 
to cyclical variations in demand. 
30 Present earnings are much above 
64 “normalcy,” and are probably 
34 subject to a material shrinkage 
34 even on a perspective of 6 to 12 
we months. This column would rath- 


er salt away some profits in tire 
74 stocks than add to holdings. 





38 Splits 

48 Stocks splits are always most 

8 numerous in a_ strongly rising 
market, and a high market level. 

‘al Usually, several months pass. be- 

=——= tween “recommendation” of a 
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split by the board of directors and 
its effective date, following ap- 
proval of stockholders. Actually, 
the recommendation is equivalent 
to final decision, for if a meeting 
of stockholders has ever turned 
thumbs down on a “proposed” 
split, this column is unaware of 
it. Most splits approved in the 
first half of 1951 were “recom- 
mended” when a bull market still 
appeared in progress. There were 
roughly ninety of them, more than 
half again as many as in the first 
half of 1950. The chief purpose of 
splits is to broaden stock owner- 
ship: that is, enlarge the total 
number of stockholders. Why? 
Well, it makes equity financing 
somewhat easier, and manage- 
ments generally prefer it that 
way even when no such financing 
is actively contemplated; and it 
makes it easier for insiders to 
dispose of stock in estate planning 
or for other reasons. So, regard- 
less of their immediate plans and 
objectives, insiders have every 
reason to like splits. Stocks some- 
times are in selling zones after 
splits, sometimes not. There is no 
rule of thumb. Due to the change 
in market climate, there will no 
doubt be fewer splits in the sec- 
ond half than in the first. Which 
stocks may be split? No doubt 
there are a fair number of pos- 
sibilities. Allowing for the compli- 
cations of vacation plans and the 
enervating effects of mid-summer 
weather, the writer hopes it will 
suffice for the present to say that 
two possibilities—not certainties 
—are Dow Chemical and Monsanto 
Chemical. 


Incidentally 

What stock will gain most from 
the present level over the next five 
or ten years? It will probably be 
the presently obscure, perhaps un- 
listed, stock of some relatively 
small company. Your chances, or 


ours, of picking it are about as 
good as are those of drawing a 
winner in the Irish Sweepstakes. 
However, successful investment 
rarely hinges on any long-shot 
choice. It is more generally found- 
ed on a patient, not too-imagina- 
tive, middle-road policy. Let’s re- 
phrase the question. Which pre- 
sently popular and _ prominent 
stock is likely to appreciate im- 
portantly further over the next 
five to ten years? This column’s 
choice would have to be Dow 
Chemical, for its growth pros- 
pects and potentials appear to 
be relatively more dynamic than 
those of any other major com- 
pany in the dynamic chemical 
industry. This opinion is quite in- 
cidental to the possibility, cited 
in the preceding paragraph, of a 
stock split. 


Value 
Asa a group, electric utility 
stocks made their’ bull-market 


high in May, 1950, “before Ko- 
rea.” They have been more or less 
inhibited ever since by war-eco- 
nomy tax fears. An exception is 
American Gas & Electric, which, 
despite the “gas” in its name is 
almost entirely an electric utility ; 
and one of the strongest and best- 
managed, most progressive and 
fastest-growing major companies 
in the field. This stock reached a 
new postwar — and post 1929 — 
high of 56!4earlier this year; and 
is within a quarter-point of it as 
this is written. Despite higher 
taxes, the company’s net income 
is bound to set a new all-time 
peak this year. Despite the in- 
creased share capitalization re- 
sulting from equity expansion- 
financing, the management fore- 
casts share earnings at least 
equalling, if not slightly exceed- 
ing, 1950’s record $4.86 a share— 
and this management is not given 
(Please turn to page 475) 
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National Tea Co. 
Kroger Co. 

Grand Union Co. 
Colt’s Mfg. Co. ...... 


Great Atlantic & Pac. Tea Co. 


Montana Power Co. 
Sterchi Bros. Stores 
Kansas City Southern Ry. 
Republic Pictures Corp. 
Telautograph Corp. 


. 24 weeks June 16 
. 24 weeks June 16 


. 20 weeks May 20 


. 12 mos. May 31 


1951 
$1.18 

1.50 
June 2 Quar. -66 
3.63 
14.90 
2.60 
May 31 Quar. -46 
5 mos. May 31 4.12 
26 weeks April 28 12 
6 months June 30 -35 


Year Feb. 28 
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Industrial production during June continued at the high 
levels of the past four months, but this statistic concealed 
highly divergent trends. Deliveries of defense items have 
climbed steadily as indicated by a rise of some six billion 
c dollars, since March, in the 

annual rate of government 
spending, while output of ci- 
vilian goods has dropped ap- 
M. W. S. INDEX preciably, especially in the 
durable field. Thus by May, 
200 ~f the Federal Reserve index of 
_ auto production was down 
. WEEKS to 250 from the year’s high 
ee Aco of 262, furniture output at 
ra 175 compared with the 
. March peak of 196 and tex- 
. tile production at 187 was 
moderately below the 194 
level reached in February. 
Nor are June figures ex- 
YEAR pected to show any improve- 
Aco ment. Prime reason for the 
decline has been the drop 
in retail sales down 10% 
since January although signs 
of stabilization are now ap- 
pearing. 

The reaction in the civil- 
ian portion of the economy 
is the second since the start 
of the Korean incident and 
thus far closely parallels the 
three month decline that set 
in last year as an aftermath 
to the July-August buying 
spree of 1950. A renewed 
rush of customers to market 
began in December, in the 
wake of Chinese interven- 
tion in the conflict. Of prime 
1939 importance in spurring de- 
mand was the sharp and 
virtually unbroken price rise 
last year which made goods 
look much more desirable 
than money. Any nearby re- 
petition of the buying panic 
is not looked for at present 
in view of bulging inven- 
tories on hand, while a 
downward price trend, now 
in its fifth month, restrains 
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even normal spending. It is true that personal incomes have 
continued to rise, albeit at a slower rate, but individuals 
have stepped up their savings in a desire to return to more 
normal spending-savings ratios and in many cases are trying 
to whittle down top-heavy debts. 

In the industrial sector where defense preparation has its 
most immediate effect in the shape of orders, the armament 
build-up continues and we are well along in the first stage 
which has been concerned with the placing of contracts and 
the readying of plant and equipment. From here on we can 
expect ever increasing quantities of defense goods to roll off 
assembly lines. The normal impact of such production would 
be to accentuate shortages of material but this may not occur 
for some time because of the determined accumulation of 
inventory which has been going on for a year. By May of 
1951, inventories in retailing, wholesaling and manufacturing 
approached $70 billion, a gain of 30% since June 1950, 
while sales have risen by only 14% during the same period. 
Businessmen therefore have plenty of fat to work off before 
any pinch is felt and are in a mood to re-assess the outlook. 

During the past year it was taken for granted that an 
immense and continuing armament expansion, in line with 
Administration plans, was inevitable. Actual spending for 
defense has not risen as rapidly as had been expected but 
was proceeding at a $2.5 billion pace in June with a $4 
billion a month outlay projected for December and con- 
tinued increases proposed for 1952. However, the beginning 
of Korean peace talks has brought a more aggressive oppo- 
sition to the scope of the government's expansion plans and 


Congress has shown its independence both by refusing to | 


implement the President's demands for stronger controls and 
by its reluctance to go along with tax increases in the amount 
requested by government spokesmen. It is now generally 
realized that peace may bring with it a more circumspect 
approach to defense expenditures. In addition we may expect 
that Administration planners would then review their pro- 
grams with an eye to giving more consideration to consumer 
needs and a willingness to moderate the pace of the expan- 
sion to some degree if necessary. This would be done in order 
to avoid shortages that can breed resentment and consequent 
loss of public support for the over-all policy. 

Barring further war-like outbreaks—and the Korean debacle 
may have taught the Communists that aggression will be 
opposed on all fronts—it therefore appears likely that our 
economy will be required to adjust itself to a steady but less 
spectacular armament expansion than had hitherto been ex- 
pected. In our struggle, we must realize that the foe is ready 
to exercise infinite patience, waiting for an auspicious moment 
to strike. Our plan must therefore be a long-term one, avoid- 
ing the economic turmoil—characterized by a scramble for 
goods, and a growing black market—that a too rapid con- 
version would bring. 
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The Business Analyst 





MONEY AND CREDIT—With $5.5 billion of thirteen month 


' 1%% notes maturing August 1, the Treasury is offering in 


exchange an issue of eleven month 17% certificates of 
indebtedness. The exchange offer resembles the one made 
on June 15 to meet $10 billion of notes falling due at that 
time but is not as generous as the earlier offer because the 
new issue, while bearing the same interest rate, is a month 
and one-half longer in term. The earlier issue is now selling 
at 100% bid to yield 1.7% and when-issued trading has 
started in the new notes which are at a 1/16 point premium 
to yield 1.81%. Financial circles were interested in the 
announcement that the Federal Reserve System had ex- 
changed $1,000,000,000 of its holdings of non-marketable 
2%% bonds which were issued this spring into the marketable 
1%% notes. This reduces the Federal’s holdings of bonds 
maturing in over ten years to some $3,000,000,000 and in- 
creases its portfolio of debt maturing in one to five years 
to over $4,800,000,000. The exchange should have some 
bullish connotations for the Treasury’s long term bonds and 
will give the Federal Reserve more leeway in buying such 
maturities if offerings are again pressed on the market. Gov- 
ernment bond prices have improved somewhat with the non- 
bank 2'’s of December 1972-67 at a bid price of 97% 
compared to the year’s low of 96%. The Treasury is con- 
tinuing its policy of offering 91-day bills in excess of amounts 
falling due. The latest issue of $1.2 billion dated July 19 
exceeds the $1 billion of maturing bills and brings to $600 
million the extra cash raised in this fashion. The nation’s 
money supply as represented by total deposits plus currency 
outside the banks rose by $400 million in May to total $173.7 
billion at the end of the month. This compared with the year’s 
peak of $174.2 billion reached on February 28. Demand 
deposits at $89.5 billion on May 30 were unchanged from 
a month earlier and down $1.1 billion from the February 
peak. On June 30, 1950 when the latest wave of monetary 
expansion began, demand deposits stood at $85.4 billion 
and the total money supply was $169.7 billion. Total loans 
by reporting member banks of $32.77 billion on July 3 were 
down slightly from the levels a week before. These loans 
have hovered around present totals for some months but are 
still $7 billion higher than they were a year ago. 





fot 
Vv 


TRADE—Department store sales for the week ending July 7 
were 1% above a year ago. At that time, scare buying had 
already begun but last year’s independence-day holiday 
fell on a Tuesday and some retailers were also closed the 
day before making a two-day holiday which kept sales down. 
From here on sales will have a hard time keeping pace 
with last year’s leaping figures. 





INDUSTRY—With extensive holiday shut-downs only partially 
allowed for in index adjustments, the MWS Index of Business 
Activity dropped to 175.2 in the week ending July 7 com- 
pared to 190.7 for the preceding week. Every component of 
the index, except refinery runs of crude oil and steel pro- 
duction, was lower, but a sharp rebound from these artificially 
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depressed levels will occur automatically as industry returis 
to full-time operations. 


COMMODITIES—The MWS Weekly Index of spot commod- 
ities turned up slightly in the week ended July 13 for the 
first time since April 28, and stood at 180.8 compared io 
the previous week’s 180.7. Improvement was shown by the 
wheat, corn, sugar and wooltops constituents of the index, 
while spot cotton dropped 7% in the past week ofter holc!- 
ing at ceiling levels for many months. 


Manufacturers SHIPMENTS OF PASSENGER TIRES during 
May increased 9.6% to 5,337,985 casings from April's 
4,871,589 casings, according to the monthly report of the 
Rubber Manufacturers Association. The May figures made a 
poor comparison with the 7,276,860 casings shipped in tiie 
same month a year ago. With tire production exceeding ship- 
ments, the inventory of tires at the end of May rose ic 
2,506,908 casings, still only a small fraction of yast year’: 
stocks of 10,364,646 tires. 


(Please turn to following page) 
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MILITARY EXPENDITURES—$b (e) —_, June 2.7 2.43 1.2 1.55 (Continued from page 463) 
—eecmeearne Rectan = ay A164 3964 13.8 | production of FREIGHT CARS continued 

roducti 

FEDERAL GROSS DEBT—$b July 12 254.9 254.8 257.2 55.2 | close to the 10,000 a month goal as 9,644 

MONEY SUPPLY—$b cars were delivered in June, according to 
Demand Deposits—94 Centers___| July 3 49.2 499 47.4 26.1 |the report of the American Railway Car 
Currency in Circulation July 7 27.9 27.9 27.2 10.7 Institute. The railroads placed orders for 

only 6,793 cars in June and the industry’s 

preter July 3 11.0 a5 BACKLOG of orders fell to 147,725 on 

‘ we 4.26 | july 1. With the recent easing in freight 

Cher Cone. age |S wees == = 760 | traffic, the shortages of cars, which be- 
i 7 

PERSONAL INCOMES—$b (cd2) Apr. 244 243 214 102 came acute late last summer and fall, 
Salaries and Wages hor. 162 161 135 66 have now virtually disappeared with a 
Proprietors’ | iis 48 47 40 23 good balance between supply and demand 

: Interest and Dividend hae. 20 20 18 10 for freight cars. 

* Transfer Payment: Apr. 12 12 17 3 - is : 

(INCOME FROM AGRICULTURE) Apr. 20 19 15 10 SHOE PRODUCTION during the first 

nein lke aay aap es a ee 
a a 14 & Over__ | june 108.8 = 108.8 109.4 101.8 | period of 1950. Much of this gain resulted 

pia oa oe ne a 628 649 55.6 | from increased production of military foot- 
besdaved “i Re ae 3.4 3.8 wear. In June, however, production of 
niaiaeiinn “ie a3 61.5 51.8 | 37,500,000 pairs fell somewhat below the 
steattnats ‘ : 9.0 8.0 | turn-out of 39,000,000 a year ago. For 
At Work . 53.8 53.8 52.4 43.8 | July, output is expected to fall sharply to 
sana haiti athlon. une 59.2 59.4 59.1 43.2 about 30,000,000 pairs as a result of the 
“ mand a7 a9 41.8 42.0 | vacation periods now in effect. 

Man-Hours Weekly—b June 2.24 225 219 1.2 * x * 

EMPLOYEES, Non-Farm—m (Ib) aiey 46.1 46.0 433 37.5 SHIPMENTS OF SLAB ZINC from do- 
Government May 6.4 63 59 48 mestic smelters in June amounted to 72,299 
Factory May 13.0 13.1 11.8 117. | tons, an increase of 1,732 tons from the 

Weekly Hours. May 40.6 41.0 39.9 40.4 | month earlier, according to the American 
Hourly Wage (cents) May 158.5 1579 144.2 773 | Zinc Institute, Inc. Of the total deliveries, 
Weekly Wage ($) then 6435 6474 57.54 21.33 | 3-239 tons went — government, against 

- 3,040 tons to that consumer in May. 
aon oe (Ib2) July 10 179.7 180.2 163.0 92.5 |STOCKS of zinc held by producers to- 
April 205.8 205.8 184.1 116.2 talled 15,791 tons at the end of June, a 

COST OF LIVING (Ib3) drop of 1,620 tons from May inventories. 
Food _ 185.4 184.6 169.3 100.2 | UNFILLED ORDERS on hand at the end 
Clothing may ee 227.4 225.7 199.8 113.1 | of June were also down slightly to 73,304 
Rent wage 204.0 203.6 184.7 113.8 tons from 73,942 tons a month earlier. 

May 15 135.4 135.1 1306 10728 i : 
tk 

ee - Sales of RADIO AND TELEVISION 

sient gi May 12.1 12.0 11.3 47 TUBES declined in May to 34,074,356 the 
ASH ny May 4.0 4.0 3.9 1.1 Radio-Television Manufacturers Association 
simiiaiatiies toes May 8.1 8.0 7.4 3.6 |reported. This compares with April sales 
saaineaiadninnaecann May 0.86 0.85 0.82 0.39 of 35,883,627. For the first five months of 
’ \ — | May 11.0 11.0 10.0 5.5 | this year sales of receiving tubes amounted 

MANUFACTURERS’ to 188,235,226. A breakdown of the May 

New Orders—$b (cd) Total lies a a9 ~~ aoe sales — — = saps tubes 
Durable Goods Ney 15 126 8.5 71 were so to radio- set manu acturers; 
Non Durable Goede ier os ne ae es 2,580,935 to producers of other electronic 

Shipments—$b (cd)—Total** ‘el “s aed i. oa devices; 8,113,122 for replacement; 1,930,- 
Derabls eGends- es “as ae pa ne 983 for export; and 261,353 tubes to gov- 
Non-Durable Goods May 126 118 10.7 42 ernment pesaeeel 

* * 

arrenrer epee tetaeaeealll Expenditures for NEW CONSTRUC 
scam a 

prea tad 69.9 68.5 53.6 28.6 |TION in June continued to advance, 
sitanchea Ai 38.8 37.8 29.7 16.4 reaching $2.7 billion, against $2.52 billion 
gence td ae we 9.5 4.1 Jin May and $2.57 billion a year ago, ac- 

Sesh! Sines Bins aks id 19.0 14.4 8.1 | cording to a joint report by the depart- 

May 2.9 3.0 2.2 1.2 | ments of Commerce and Labor. Effects of 
— ee July 7 1752 1907 1734 1418 = —_—— economy were seen in 
» # F July 7 204.55 2224 203.2 146.5 e fact that private home building of 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1 np (rb)** — | May 223 223 «©9195 ~=—174_~—«|: $909 million was down 23% from June 
Mining aay 167 167 148 133 1950, pera’ — os industrial, com- 
eenali ‘inate: tte pie 277 278 231 220 mercial and public utility purposes rose 
Non-Durable Goods Mfr. May 198 = 198-818 129% to $179 million from the $78 million 

total a year earlier. For the first half of 

CARLOADINGS—t—Total July 7 588 822 554 833 this year, total construction outlays reached 
Mise. Freight July 7 324 395 300 379 almost $14 billion, up 16% from the same 
Mdse. L. C. L July 7 62 73 64 156 period of 1950. However, residential con- 
Grain July 7 39 44 43 43 struction hit the same level in both periods 

ELEC. POWER Output (Kw.H.) m= | July7 6.077 6898 5,380 3,267 at $5.3 billion. 

* * * 

SOFT COAL, Prod. (st) m July 7 1.4 10.6 1.6 10.8 RAYON SHIPMENTS during June to- 
Cumulative from Jan. 1 July 7 268 267 237 44.6 | talled 107,900,000 pounds or 3% below 
Stocks, End Mo May 74.8 72.1 448 61.8 | May shipments of 110,900,000 pounds, 

according to the Textile Economics Bureau, 

PERRORAER—fhita.) “ Inc. For the first half of this year shipments 
Crete Gat, Baty i? ~? gy 41 | amounted to 643,300,000 pounds, a new 
Gasoline Stocks july 7 sel = si as high record and 7% above the results for 
Fuel Oil Stocks a? - a . ve the same period in 1950. At the end of 
inating OF Resks ~~ = “ = rn June producers’ STOCKS of rayon were 

LUMBER, Prod.—(bd. ft.) m July 7 244 570 297 632 up to 16.9 million pounds from 16.0 mil- 
Stocks, End Mo. (bd. ft.) b May 6.6 6.3 6.1 12.6 | lion a month earlier but below the 20.3 

million pounds held a year ago. 

STEEL INGOT PROD. (st) m June 8.66 9.09 8.14 6.96 : R 2 
Sipe Hon ee 1 = == 2° = | Gipendiwwes tor MANION AEE 

ENGINEERING CONSTRUCTION TISING in May were unchanged from a 
AWARDS—$m (en) July 12 361 405 365 94 month earlier, but 19% ahead of May 
Cumulative from Jan. 1 July 12 8,049 7,688 6,244 5,692 1950. The increase from a year ago is the 

result of advertising gains of 10% for 

MISCELLANEOUS magazines, 11% for outdoor media, 15% 
Paperboard, New Orders (st)t. July 7 268 221 226 165 for business papers and 221% for tele- 
Cigarettes, Domestic Sales—b May 33 30 32 17 vision. A decrease of 3% was shown for 

Do., Cigars—m. May 479 444 425 543 radio advertising while newspapers re- 
Do., Manufactured Tobacco (Ibs)m_}| May 19 18 19 28 mained unchanged. 











b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 


cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. I—S lly adj 


ted index 





(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capite basis. 
ry—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; Nevember, 
or week ended December 6. **—Seasonally adjusted. 
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No. of 1951 Ind (Nov. 14, 1936, Cl.—100) High Low July 6 July 13 

Issues (1925 Close—100) High Low July 6 July 13 100 HIGH PRICED STOCKSG........ 117.0 107.11 110.63 112.15 

334 COMBINED AVERAGE .......... 196.8 172.6 178.3 180.1 100 LOW PRICED STOCKSG.......... 245.8 208.63 214.84 215.70 
4 Agricultural Implements........ 292.7 246.5 258.8 261.3 5 Investment Trusts .................. 91.4 84.8 87.3 87.3 

10 Aircraft (‘27 Cl.—100).......... 333.0 252.8 262.1 274.4 3 Liquor ('27 Cl.—100)............ 1202.0 1066.6 1135.4 1135.4 
7 Air Lines (‘34 Cl.—100).......... 764.7 634.0 647.1 647.1 DW RING Socscieccseccsccssccesazeees 206.4 177.7 183.5 183.5 
BS AMMSOIOY no esissccisisesinccssssses 101.4 86.6 89.3 92.0 Aap EN COI as os cgnesuecacccaeatatade 152.0 125.3 128.0 129.3 

10 Automebile Accessories ........ 257.6 216.2 225.4 227.7 SD MGOP ROCKING 5a. 0s.ccsssecccssoreees 109.1 85.7 86.8 87.8 

ET NN fas cices ase ensiias 46.3 36.1 37.8 38.2 13 Metals, Miscellaneous .......... 280.9 233.0 245.4 245.4 
3 Baking (‘26 Cl.—100)............ 23.2 21.0 21.2 21.0 MOI o-oo ccxcsevessstsaddatcasaneseacns 386.6 344.3 363.1 373.2 
3 Business Machines ................ 377.8 300.8 354.4 360.3 Fe INNO ooo Sacks saccceaseccaxe 397.6 355.0 383.4 387.0 
2 Bus Lines (‘26 Cl.—100)........ 183.1 152.3 155.7 154.0 30 Public Utilities ...................0 152.8 142.5 145.8 147.2 
6 Chemicals .............. . x 326.0 378.9 395.2a 9 Radio & TV ('27 Cl.—100).... 31.4 26.6 28.1 27.6 
3 Coal Mining ............. 13.2 13.2 13.2 8 Railroad Equipment : 57.5 60.3 60.3 
4 Communication .......... 58.3 61.4 62.6 A NMI 60sec ec escnesesasetsisnacs 34.2 36.6 37.3 
9 Construction ................ 60.2 64.2 65.4 We MINN ease sscsccscetassesccsain 34.3 35.5 35.9 
7 Containers .................. 376.5 403.4 410.6 3 Shipbuilding ............. 139.1 144.1 145.8 
9 Copper & Brass ....... 126.3 132.8 132.8 3 Soft Drinks 320.3 333.8 323.7 
2 Dairy Products ..............:.0000 759 76.7 77.5 15 Steel & Iron 134.1 141.5 144.5 
5 Department Stores : 66.0 67.4 67.4 Ce ee : 66.5 71.7 73.9 
6 Drugs & Toilet Articles.......... 235.0 213.6 217.8 220.0 2 Sulphur ...... 425.3 447.0 451.4 
2 Finance Companies .............. 293.4 243.0 293.4 288.5 5 Textiles: ..........0:0..0- 193.3 199.4 199.4 
T WRG GOONS oo cccissssccccsessesssss 200.9 171.4 175.0 176.8 3 Tires & Rubber .... 51.2 61.6 62.6a 
2 Food Stores : 103.8 106.0 108.3 CONGO Soci sccccstctanects 75.3 76.9 78.5 
3 Furnishings ........ 65.7 67.0 67.0 Fe NCRUOU ORI 6s xs csesucasinseass 320. 301.1 304.1 307.2 
4 Gold Mining 579.3 601.6 590.4 20 Unclassified (‘49 Cl.—100).... 127.3 109.4 112.9 114.0 

a—New High for 1951. 
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Trend of Commodities 





Commodity futures were mixed in the past two weeks with 
liquidation again in evidence at the end of the period as 
Communist peace-making intentions became manifest. Sep- 
tember wheat futures after reaching a low of 233% on July 
9, rallied sharply to an intra-day high of 240% on July 12 
and closed at 236% on July 16. Wheat prices were buoyed 
by unfavorable weather with the Kansas floods affecting 
trader sentiment. However, no wheat shortage impends as 
the Government report, reflecting conditions as of July 1, 
failed to support private predictions of crop deterioration and 
forecast a total harvest of 1.07 billion bushels which would 
top last year’s bumper crop by 44 million bushels. Flood 
damage is not expected to cut this yield by more than 25 
million bushels. The Department of Agriculture’s cotton report 
came out on July 9 and estimated acreage in cultivation at 


29.5 million acres, 58% above last year’s plantings and the 
largest since 1937. If yield per acre is normal, the crop would 
approach the 18 million bale figure, while domestic consump- 
tion plus exports may not exceed 14 million bales. Cotton 
futures were lower in reflection of these considerations, with 
the October future down 1.21 cents from the price at which 
it closed the day before the report was released. Old crop 
positions were especially hard hit with the July future going 
off the board on July 13 at 40.50 compared to its closing of 
44.60 on July 6. Coffee futures have declined in the past 
fortnight despite continued announcements of the Brazilian 
government's intention to stabilize prices near our cealing 
levels. The further months were weakest with the March 1952 
future down 1.94 cents while the nearby July dropped only 
seven points. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wks. 3Mos. 1 Year Dec. 6 
July16 Ago Ago Ago 1941 


Date 2 Wks. 3 Mos. 1 Year Dec. 6 
July16 Ago Ago Ago 1941 








28 Basic Commodities ... sessssrsseseee 022-0 339.3 374.0 286.3 156.9 7 Domestic Agriculture .................00. 358.1 365.2 407.3 348.1 163.9 
11 Imported Commodities .................. 348.1 353.6 410.9 291.8 157.3 12 Foodstuffs .o...........0ccccccccecseeseeeeeeee 364.9 369.0 393.7 354.9 169.2 
17 Domestic Commodities .................... 314.9 330.3 351.9 282.7 156.6 16 Raw Material .....000.0.0 ee. 313.6 326.7 363.4 257.9 148.2 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
APR. MAY JUNE JULY APR. MAY JUNE JULY 
210 
MAGAZINE OF DOW-JONES' 
i streer INDEX i ese sana INDEX 
200 








14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 
oe 214.5 304.7 1640 958 743 783 658 93.8 
OS es 180.7. 134.2 1264 93.6 58.7 61.6 57.5 64.7 









































Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1987 
RISE iasssecectivess 215.4 202.8 184.4 111.7 88.9 679 57.7 86.6 
MW ee Guiticasites 178.5 140.8 123.0 986 582 489 47.3 54.6 
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Final orders in a $100,000,000 re-equipment pro- 
gram, believed to be the largest single fleet replace- 
ment ever undertaken in the airline industry, have 
been signed by Captain Eddie Rickenbacker, Presi- 
dent and General Manager of Eastern Air Lines. The 
program will equip Eastern Air Lines with the 
world’s first airline fleet designed for “overnight” 
conversion to jet power when these revolutionary 
new aircraft engines are released for commercial 
use by the military services. Today’s authorizations 
complete procurement orders for a total of 90 great- 
ly advanced “super” transports to replace the pres- 
ent operating fleet which will more than double the 
airline’s present capacity over its trunk routes. 


Commercial Solvents Corporation has been 
granted a Certificate of Necessity amounting to 
$20.4 million to expand its ammonia and methanol 
production facilities at Sterlington, Louisiana. The 
construction, which will start immediately, will 
double the present capacity of both ammonia and 
menthanol now being produced at Sterlington by 
high pressure synthesis using natural gas. In addi- 
tion, a new unit will be erected for making am- 
monium nitrate, one of the most popular solid forms 
of nitrogen for use in the fertilizer trade. The need 
for nitrogen in the production of food and fiber has 
constantly increased and a condition of extreme 
shortage still exists. The Certificate of Necessity pro- 
vides for rapid amortization at 50% of the estimated 
cost of the new facilities. 


Construction will start early in August on Ameri- 
ca’s first integrated mass production plant for 
guided missiles—a $40,000,000 U. S. Navy facility to 
be operated at Pomona by Consolidated Vultee Air- 
craft Corporation. The Pomona factory will com- 
prise several one-story concrete buildings with an 
aggregate floor area of more than 1,200,000 square 
feet. The main manufacturing building will be 1280 
feet long and 600 feet wide. Smaller buildings will 
house administrative units, engineering and experi- 
mental departments and modification operations. All 
buildings will be of modern architecture, with air- 
conditioning and other built-in conveniences in- 
stalled to help achieve efficient volume production. 


Wheeling Steel Corporation, the nation’s ninth 
largest steel company, expects to spend an addi- 
tional $24 million by the end of 1953 on its manu- 
facturing plants to increase capacity and lower costs. 
The plans include modernization of cold reduced 
sheet facilities, reconditioning two bessemer con- 
verters and installing improved materials handling 
and additional annealing capacity at Steubenville, 
Ohio mine mechanization and building of a new coal 
washing plant at Harmarville, Pennsylvania, and in- 
stallation of a new continuous galvanizing line at 
Martins Ferry, Ohio. 
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Philadelphia Electric Company announced that the 
largest turbine generator of its kind in the world, 
with a capacity of 200,000 kilowatts, has been order- 
ed from Westinghouse Electric Corporation for its 
new Cromby generating station near Phoenixville, 
Pennsylvania. The Cromby Plant and related facil- 
ities which are scheduled for completion in the fall 
of 1954 will represent an investment in excess of 
$45 million. The new unit will be in addition to a 
150,000 kilowatt generator already under contract, 
and will bring the total capacity of the Cromby sta- 
tion to 350,000 kilowatts. The projected turbine elec- 
tric generator will weigh 1,500,000 pounds. 


Westinghouse Electric Corporation plans construc- 
tion of a large plant near Madison, Indiana, which 
will increase the company’s headlight manufacturing 
facilities by 50%. The one-story red brick structure, 
which will have about 175,000 square feet of floor 
space, will rise on an 80-acre plateau along the Ohio 
River about two miles from Madison. When com- 
pleted in mid-1952 it will provide employment for 
about 600 and will turn out a variety of automotive 
type lamps—including sealed beam headlights. An- 
nouncement of its intention to build in Madison 
brings to 11 the number of plants which the lamp 
division has in operation or for which it has acquired 
sites. 


The third major expansion in the last five years 
of its tire and tube manufacturing plant in Miami, 
Oklahoma, was announced by the B. F. Goodrich 
Company. The new construction work, the company 
said, will add 110,000 square feet of floor space and 
will be undertaken as rapidly as building materials 
are available. The contract for general construction 
has not been awarded. With the latest addition, the 
Miami plant will produce approximately 500,000 
pounds of finished products daily, the company said. 
The Miami plant, completed in 1945, is one of the 
world’s largest and most modern tire and tube plants 
and is currently employing 1,200 men and women 
with a payroll in excess of $5,250,000. 


An expansion of facilities for the production of 
basic chemicals at plants in Niagara Falls and Wel- 
land, Ontario, was announced by North American 
Cyanamid, Ltd., an American Cyanamid Company 
subsidiary. Accelerated defense and civilian demand 
for chemicals derived from products produced at 
these plants was given as the reason for the expan- 
sion. A further step in the expansion program will 
be the installation of equipment which will increase 
capacity for the production of melamine at Willow 
Island, West Virginia. For a number of months, syn- 
thetic resins made from melamine have been in short 
supply. They are widely used by such industries as 
plastics, paper, leather, textiles, metal treating, paint 
and woodworking. 
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Trend of Commodities 





Commodity futures were mixed in the past two weeks with 
liquidation again in evidence at the end of the period as 
Communist peace-making intentions became manifest. Sep- 
tember wheat futures after reaching a low of 233% on July 
9, rallied sharply to an intra-day high of 240% on July 12 
and closed at 236% on July 16. Wheat prices were buoyed 
by unfavorable weather with the Kansas floods affecting 
trader sentiment. However, no wheat shortage impends as 
the Government report, reflecting conditions as of July 1, 
failed to support private predictions of crop deterioration and 
forecast a total harvest of 1.07 billion bushels which would 
top last year’s bumper crop by 44 million bushels. Flood 
damage is not expected to cut this yield by more than 25 
million bushels. The Department of Agriculture’s cotton report 
came out on July 9 and estimated acreage in cultivation at 


29.5 million acres, 58% above last year’s plantings and the 
largest since 1937. If yield per acre is normal, the crop would 
approach the 18 million bale figure, while domestic consump- 
tion pius exports may not exceed 14 million bales. Cotton 
futures were lower in reflection of these considerations, with 
the October future down 1.21 cents from the price at which 
it closed the day before the report was released. Old crop 
positions were especially hard hit with the July future going 
off the board on July 13 at 40.50 compared to its closing of 
44.60 on July 6. Coffee futures have declined in the past 
fortnight despite continued announcements of the Brazilian 
government's intention to stabilize prices near our cealing 
levels. The further months were weakest with the March 1952 
future down 1.94 cents while the nearby July dropped only 
seven points. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 











Date 2 Wks. 3Mos. 1 Year Dec. 6 Date 2 Wks. 3Mos. 1 Year Dec. 6 
July16 Ago Ago Ago 1941 July16 Ago Ago Ago 1941 
28 Basic Commodities .......................... 327.6 339.3 374.0 286.3 156.9 7 Domestic Agriculture ...................4. 358.1 365.2 407.3 348.1 163.9 
11 Imported Commodities ......... ... 348.1 353.6 410.9 291.8 157.3. 12 Foodstuffs ........... Liss ssiouth denah Siescueene 364.9 369.0 393.7 354.9 169.2 
17 Domestic Commodities ................... 314.9 330.3.-351.9 282.7 1566 16 Raw Material .................ccccccsseceres 313.6 326.7 363.4 257.9 148.2 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1951 1950 1947 1945 1941 1939 1938 1937 
BURIED ccs cskveniscosuee 214.5 304.7 1640 958 743 783 658 93.8 
RID ssxsvuchasncvet 180.7 134.2 1264 93.6 58.7 61.6 57.5 64.7 









































Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1987 
J 215.4 202.8 184.4 111.7 889 67.9 57.7 866 
LOW Ficcexcecsssests 178.5 140.8 123.0 98.6 582 489 47.3 54.6 
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Final orders in a $100,000,000 re-equipment pro- 
gram, believed to be the largest single fleet replace- 
ment ever undertaken in the airline industry, have 
been signed by Captain Eddie Rickenbacker, Presi- 
dent and General Manager of Eastern Air Lines. The 
program will equip Eastern Air Lines with the 
world’s first airline fieet designed for ‘‘overnight”’ 
conversion to jet power when these revolutionary 
new aircraft engines are released for commercial 
use by the military services. Today’s authorizations 
complete procurement orders for a total of 90 great- 
ly advanced “super” transports to replace the pres- 
ent operating fleet which will more than double the 
airline’s present capacity over its trunk routes. 


Commercial Solvents Corporation has _ been 
granted a Certificate of Necessity amounting to 
$20.4 million to expand its ammonia and methanol 
production facilities at Sterlington, Louisiana. The 
construction, which will start immediately, will 
double the present capacity of both ammonia and 
menthanol now being produced at Sterlington by 
high pressure synthesis using natural gas. In addi- 
tion, a new unit will be erected for making am- 
monium nitrate, one of the most popular solid forms 
of nitrogen for use in the fertilizer trade. The need 
for nitrogen in the production of food and fiber has 
constantly increased and a condition of extreme 
shortage still exists. The Certificate of Necessity pro- 
vides for rapid amortization at 50% of the estimated 
cost of the new facilities. 


Construction will start early in August on Ameri- 
ca’s first integrated mass production plant for 
guided missiles—a $40,000,000 U. S. Navy facility to 
be operated at Pomona by Consolidated Vultee Air- 
craft Corporation. The Pomona factory will com- 
prise several one-story concrete buildings with an 
aggregate floor area of more than 1,200,000 square 
feet. The main manufacturing building will be 1280 
feet long and 600 feet wide. Smaller buildings will 
house administrative units, engineering and experi- 
mental departments and modification operations. All 
buildings will be of modern architecture, with air- 
conditioning and other built-in conveniences in- 
stalled to help achieve efficient volume production. 


Wheeling Steel Corporation, the nation’s ninth 
largest steel company, expects to spend an addi- 
tional $24 million by the end of 1953 on its manu- 
facturing plants to increase capacity and lower costs. 
The plans include modernization of cold reduced 
Sheet facilities, reconditioning two bessemer con- 
verters and installing improved materials handling 
and additional annealing capacity at Steubenville, 
Ohio mine mechanization and building of a new coal 
washing plant at Harmarville, Pennsylvania, and in- 
stallation of a new continuous galvanizing line at 
Martins Ferry, Ohio. 
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Philadelphia Electric Company announced that the 
largest turbine generator of its kind in the world, 
with a capacity of 200,000 kilowatts, has been order- 
ed from Westinghouse Electric Corporation for its 
new Cromby generating station near Phoenixville, 
Pennsylvania. The Cromby Plant and related facil- 
ities which are scheduled for completion in the fall 
of 1954 will represent an investment in excess of 
$45 million. The new unit will be in addition to a 
150,000 kilowatt generator already under contract, 
and will bring the total capacity of the Cromby sta- 
tion to 350,000 kilowatts. The projected turbine elec- 
tric generator will weigh 1,500,000 pounds. 


Westinghouse Electric Corporation plans construc- 
tion of a large plant near Madison, Indiana, which 
will increase the company’s headlight manufacturing 
facilities by 50%. The one-story red brick structure, 
which will have about 175,000 square feet of floor 
space, will rise on an 80-acre plateau along the Ohio 
River about two miles from Madison. When com- 
pleted in mid-1952 it will provide employment for 
about 600 and will turn out a variety of automotive 
type lamps—including sealed beam headlights. An- 
nouncement of its intention to build in Madison 
brings to 11 the number of plants which the lamp 
division has in operation or for which it has acquired 
sites. 


The third major expansion in the last five years 
of its tire and tube manufacturing plant in Miami, 
Oklahoma, was announced by the B. F. Goodrich 
Company. The new construction work, the company 
said, will add 110,000 square feet of floor space and 
will be undertaken as rapidly as building materials 
are available. The contract for general construction 
has not been awarded: With the latest addition, the 
Miami plant will produce approximately 500,000 
pounds of finished products daily, the company said. 
The Miami plant, completed in 1945, is one of the 
world’s largest and most modern tire and tube plants 
and is currently employing 1,200 men and women 
with a payroll in excess of $5,250,000. 


An expansion of facilities for the production of 
basic chemicals at plants in Niagara Falls and Wel- 
land, Ontario, was announced by North American 
Cyanamid, Ltd., an American Cyanamid Company 
subsidiary. Accelerated defense and civilian demand 
for chemicals derived from products produced at 
these plants was given as the reason for the expan- 
sion. A further step in the expansion program will 
be the installation of equipment which will increase 
capacity for the production of melamine at Willow 
Island, West Virginia. For a number of months, syn- 
thetic resins made from melamine have been in short 
supply. They are widely used by such industries as 
plastics, paper, leather, textiles, metal treating, paint 
and woodworking. 
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New construction amounting to approximately 
$1,500,000 is planned by Republic Aviation Corpora- 
tion according to an announcement by Mundy I. 
Peale, president of the jet building company. Present 
facilities for Thunderjet manufacturing amount to 
1,650,000 sq. ft. of floor space. The company is cur- 
rently building F-84 Thunderjet fighter-bombers 
for the U. S. Air Force. The backlog of production 
and experimental contracts exceeds $500,000,000. 


Development of a tough new plastic yarn-carrying 
sleeve for use in textile mills was announced by the 
mechanical goods division, United States Rubber 
Company. The new sleeve is made from Uscolite, a 
thermoplastic blend of rubber and plastics. The new 
sleeve has more than five times the impact strength 
of phenolic varieties now in wide use in the industry. 
It can be used with cotton, rayon or the newer syn- 
thetic fibers spun on the cotton system. 


Lockheed Aircraft Corporation of Burbank, Cali- 
fornia, has been selected to develop a new turboprop 
medium cargo airplane, it was announced today by 
the United States Air Force. Five companies took 
part in the design competition. Carrying the design 
designation L-206, the new jet freighter is distin- 
guished by a squat, highly-utilitarian fuselage with 
large aft cargo doors and an especially sturdy floor 
built only 45 inches from the ground. Straight-in 
loading of bulky cargo without special freight han- 
dling equipment will be possible. 


A large-scale program to produce all-weather tur- 
bojet engines with “hot noses” for the world’s fastest 
known bomber, the Boeing B-47 Stratojet, was an- 
nounced by the General Electric Company. In pro- 
viding the first indication of the engine production 
necessary to meet the Air Force’s powerplant require- 
ments for the six-jet, swept-wing bomber, a company 
spokesman said supply lines would extend to “vir- 
tually every state in the nation.” C. W. LaPierre, 
manager of the G-E Aircraft Gas Turbine Divisions, 
said the all weather engine—the first model of which 
is the J-47-GE-23—would be produced by General 
Electric and by the Packard Motor Car Company and 
the Studebaker Corporation as licensees. 


The cathode ray tube storage system developed by 
Prof. F. C. Williams, noted English radar expert, 
is being introduced by International Business Ma- 
chines Corporation into its new electronic calculators, 
the company revealed. IBM will use the Williams 
system under a licensing agreement with the National 
Research Development Corporation of London. In the 
cathode ray storage system; information required in 
a calculation is stored in the form of dots and dashes 
on the face of the tube in a manner similar to the 
projection of a picture on the familiar home television 
tube. As many as 2,048 items of information have 
been stored on a cathode ray tube with a 24-square- 
inch screen. 


Pressed Steel Car Company announced that it had 
acquired the 53 year old Chicago Steel Tank Com- 
pany, one of the nation’s leading specialty tank mak- 
ers. The latest acquisition brings to five the number 
of steel fabricating companies that Pressed Steel Car 
Company has acquired since its product diversifica- 
tion program began fifteen months ago. The Chicago 
Steel Tank Company acquisition includes two sub- 
sidiary companies, Steel Erectors, Inc., which oper- 
ates as a field installation arm of the parent com- 
pany, and Conduit Fittings Corp., makers of parts 
for electrical appliances and systems. 
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The development of a special window to minimize | 


the effects of explosive forces was announced by the 
Pittsburgh Plate Glass Company. A glass-plastic lam- 
inate to be known as Flexseal Bomb Glass, the prod- 
uct is said to virtually eliminate the dangers of fly- 
ing glass in explosion areas. The Flexseal Bomb Win- 
dow will resist normal atmospheric pressures because 
of the special properties incorporated in its design. 
When these are exceeded by a bomb blast or pres- 
sure wave, the window will open automatically. This 
action releases the pressure, preventing th window 


frame from being blown in and greatly reducing the 


possibility of flying fragments. 


VHF voice radio has been put to work to control 
train operations over 70 miles of the busy F M & 
P subdivision of the Baltimore and Ohio Railroad, 
between Fairmont, West Virginia and Connellsville, 
Pa. The installation was completed in June. It is the 
first radio control for over-the-road operation to be 
installed on this major eastern road, although the 
B & O has a number of limited range radio installa- 
tions of the VHF type for control of terminal and 
marine operations. The radio network consists of 
eight fixed stations located in towers and yard of- 
fices along the right-of-way, 10 mobile units in loco- 
motives, and 12 mobile units in cabooses. 


Burroughs Adding Machine Company announced 
the acquisition of Control Instrument Company, Inc., 
Brooklyn, New York, designers and manufacturers 
of electronic instruments and fire control devices 
for the U. S. Navy. Control Instrument Company 
will continue, as a separate corporation, to use its 
facilities for defense production in this field. Mr. 








John J. Hyland will continue as President of the 
company. In making the announcement, John §.| 


Coleman, President of Burroughs, pointed out that) 


Burroughs’ principal defense assignment has been 
the manufacture of aircraft and fire control in- 
struments, and this new facility will become a part 
of the company’s activities in this area. 


Sun Oil Co. of Philadelphia will build an $8 mil- 
lion plant at its Marcus Hook, Pa., refinery to turn 
out more benzene, toluene and xylenes for the de- 
fense program. All three products are now in short 
supply. The new plant is expected to be completed | 
late next year. Using the newly-developed “‘arosorb” 
process, it will turn out 13 million gallons a year of 
benzene, 30 million gallons of toluene and 15 million 
gallons of xylenes. The new benzene production will 
provide almost one-eighth of the Government’s an- 





nounced requirements of more than 100 million gal- 
lons a year. Benzene is used in the making of syn- 
thetic rubber, plastics, resins, “‘soapless soaps” and 
similar products. Toluene is required in the manu- 
facture of TNT, and both toluene and xylenes are 
used in the production of aviation gasoline. 


Fairbanks, Morse & Company has revised its plans 
for constructing a new plant in Kansas City, Mis- 
souri. The company now is going to build a $7,500,000 
plant which will have a foundry for making engines 
and pumps as well as facilities for making scales. 
Last August when the company first disclosed its 
plans it said the unit would be a $5 million scale| 
plant. The new structure, which will have approxi-| 
mately 500,000 square feet of floor space, will be! 
erected by Stone & Webster Engineering Corpora-| 
tion. When in operation it is expected to provide 
employment for nearly 1,000 workers. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Long Island Lighting Company 


“Are Long Island Lighting Company’s 
operations making good progress? What 
about their new financing plan?” 


P. T., New Rochelle, New York 

Long Island Lighting Company 
in 1950 completed one of the most 
successful years in its history. 
Aided by the addition of 36,212 
new customers and by increased 
average use of electricity, the com- 
pany in 1950 for the first time 
topped the billion mark in kilo- 
watt hours of electricity output. 

Sales for the year showed a gain 
of 24.2% over 1949. Electric reve- 
nues in 1950 were 18.4% above 
1949 and 78.5% higher than in 
1945 and gas revenues last year 
showed gains of 7.3% over 1949 
and of 91.6% above 1945. 

Despite increased costs result- 
ing in large measure from the 
much greater volume of business 
done, net income for 1950 was $3,- 
745,468. This was equal to $1.19 
a share on the common stock, com- 
pared with $1.12 a share earned on 
a similar number of shares in 
1949. Were it not for the extra- 
ordinary expense sustained as a 
result of the severe storm last No- 
vember, amounting to $389,921 
net after taxes, net earnings for 
1950 would have been $4,135,389, 
or $1.31 a common share. 

Early this year the company put 
in operation its Glenwood cata- 
lytic plant for reforming natural 
gas from the southwest. This 
plant, which represents an inno- 
vation in the industry, currently 
has a capacity of 31 million cubic 


1951 


plant performs as expected, real- 
ized savings in expense (before 
income taxes), may amount to ap- 
proximately $2,500,000 from op- 
erations in 1951, in addition to 
$370,000 of estimated savings 
from the use of gas as a fuel 
in the electric department. Com- 
pletion of the third unit scheduled 
for Glenwood will almost double 
system’s gas capacity and permit 
the addition of new house heating 
customers. 

During the last five vears the 
company spent $79,132,000 to in- 
crease its facilities, a 70% in- 
crease in total plant investment. 
Construction expenditures in 1951 
are estimated at about $32 million 
depending on the availability of 
materials. 

To provide interim financing 
for the new construction program 
the company has made arrange- 
ments with banks for a credit of 
$22,500,000, to be used as needed 
up to December 1, 1951. 

As the first step in its perma- 
nent financing the company in 
May offered stockholders 524,949 
new common shares in the ratio 
of one new share for each six 
shares at $13 a share. 

Current quarterly dividend is 
20c per share. 


Merritt-Chapman & Scott 
Corporation 


“Please report nature of business of 
Merritt-Chapman & Scott Corporation. 
Also recent operations and profits.” 


T. F., Bangor, Maine 
Net earnings of $2,566,338 for 
1950 was reported by Merritt- 


Chapman & Scott Corporation 
against $778,035 the year before. 
The company has for 91 years 
been active in the fields of indus- 
trial, building, marine and heavy 
construction, marine salvage and 
heavy hoisting. 

The company’s 1950 net earn- 
ings were equal to $6.00 a common 
share, compared with 1949 earn- 
ings of $1.74 per share. The 1949 
per share earnings figure is ad- 
justed to take into account the 
40% stock dividend paid on 
October 16, 1950. Gross revenues 
last year were $37,723,419, com- 
pared with $38,979,081 in 1949. 

Financial position improved 
and net assets at the end of the 
year totaled $10,160,779. Working 
capital increased $1,280,361, to a 
total of $7,005,557, and net value 
of the company’s plant and equip- 
ment totaled $3,155,222. 

Construction work on the com- 
pany’s books at the end of the year 
approximated $70 milion, against 
$43 million the year before. 

The outlook for the construction 
industry for the year 1951 and 
some months beyond, appears 
good and this is partly due to de- 
fense preparation and plant ex- 
pansion. 

Operation of the company’s 
Derrick and Inland Salvage De- 
partment, which commands the 
most powerful fleet of loading 
derricks in the country, were ac- 
celerated in 1950. Inland salvage 
activities also increased. Marine 
salvage operations are subject to 
wide fluctuations and this is due 
to the variables of marine acci- 
dents. 

Dividends in 1950 totaled $2.49 
per share and 40¢ is the current 
quarterly rate 

A $1,557,290 low bid contract 
for construction of a fuel bulk 
storage facility at North Charles- 
ton, South Carolina, for the U. S. 
Army Corps. of Engineers has 
been awarded to Merritt-Chapman 


& Scott Corporation by the 
Charleston District, Corps. of 
Engineers. 
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Seaboard Finance Company 

“Please report recent earnings and 
dividends of Seabord Finance Com- 
pany.’ 

F. A., Sacramento, California 

Net income of Seaboard Fi- 
nance Company, listed on the New 
York Stock Exchange, in the six 
months ended March 31, 1951, the 
tirst half of the fiscal year, amont- 
ed to $1,339,160 after all charges, 
including Federal income and ex- 
cess profit taxes. 

The earnings were equal to 
$1.03 per share on 1,094,638 
shares of common stock outstand- 
ing at the end of this period, after 
providing for preferred dividends. 

In the six months ended March 
31, 1950, net income totaled $1,- 
077,381, equal, after preferred 
dividends, to $1.00 a share on the 
967,325 common shares then out- 
standing. 

For the three months ended 
March 31 last, earnings were 
$648,844, or 50c a chare, compared 
with $556,451, or 49¢ a share in 
the same quarter a year ago. 

Seaboard’s gross receivables 
outstanding on March 31, 1951, 
totaled $70,439,717, an increase of 
$19,710,431 over the $50,729,286 
on the same date a year earlier. 
The latter figure, however, does 
not give effect to approximately 
$8,500,000 in receivables pur- 
chased in June 1950. 

In the first half of the current 
fiscal year, volume of business 
written in company’s offices 
amounted to $53,627,116, com- 
pared with $48,024,656 for the 
corresponding period of the pre- 
ceding year. 

Four new loan offices are being 
opened in Arkansas, bringing the 
number in the Seaboard’s system 
to 135 in 23 States. 

Dividends in 1950 totaled $1.80 
per share and 45¢ is the current 
quarterly rate. 


Hewitt-Robins, Inc. 


“Please furnish data on Hewitt- 
Robins, Inc., including financial posi- 
tion.’ 


A. C., Baton Rouge, Louisiana 


Hewitt-Robins, Inc. reported 
1950 net earnings after all charges 
of $1,266,929, equal to $4.55 per 
share, compared to net earnings 
of $628,765, or $2.25 per share in 
1949. Net sales for the year ended 
December 31, 1950 totaled $23,- 
451,792, compared to sales of $19- 
792,292 in 1949. Both sales and 
earnings in 1950 were the highest 
in the company’s history. While 
1950 earnings more than doubled 
those for 1949, net income in 1950 
did not greatly exceed that of 
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1947, the best previous earnings 
($1,223,618) in company’s his- 
tory. 

Net sales for the first quarter of 
1951 were $8,395,119 and net in- 
come amounted to $282,163, equal 
to $1.01 per common share. This 
compares with the first quarter 
1950 net sales of $4,460,713, net 
income of $127,875 equal to 46¢ 
per share. 

The company revealed that a $1 
million expansion of conveyor 
belt-making facilities will be un- 
dertaken at the company’s Rubber 
Division plant in Buffalo. 1950 
dollar sales volume of the Rubber 
Division (belting, hose and mold- 
ed rubber goods) exceeded 1949 
sales by 30%. 

Sales of Restfoam also contin- 
ued to increase during 1950. Com- 
pany also reported substantial in- 
creases in Backlogs of Conveyors 
and Engineers Division. 

The company’s financial posi- 
tion continued to improve during 
1950. Cash increased by approxi- 
mately $440,000; accounts receiv- 
able by approximately $993,000; 
inventories by approximately 
$836,000 and working capital by 
$483,000. 

Dividends including an extra 
totaled $2.15 in 1950 and 40c is 
the current quarterly rate. 


Sharp & Dohme, Inc. 


“IT understand that pharmaceutical 
companies have shown good growth in 
recent years and would be interested in 
receiving latest data on Sharp & Dohme, 
particularly its research and expansion 
program and also financial position.” 


—T. A., Chester, Pa. 


Sales and earnings for Sharp 
& Dohme, Inc., for 1950, the com- 
pany’s 106th year of operation, 
established new records for the 
fifth consecutive year. 

Consolidated net sales moved to 
a new high of $42,117,013, a gain 
of approximately 8% over the 
1949 figure of $38,989,717. 

Consolidated net income for 
1950 was $5,275,858, against $4,- 
759,641 in 1949, a gain of approxi- 
mately 10%. This amounted ‘to 
$4.27 per common share as com- 
pared with $3.95 per share for the 
previous year based on shares out- 
standing at the end of each year. 

Consolidated current assets at 
the year-end totaled $26,072,360 
and current liabilities $7,727,400, 
leaving a balance of $18,344,960 
as working capital. Largely due to 
the company’s expansion and im- 
provement program which _ in- 
volved the expenditures of more 
than $5,500,000 during 1950, 
working capital was $2,387,372 
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less than in 1949. Common stock! 


| Whe 


outstanding at the year-end had 4 
book value of $15.53 per share 
after deducting the voluntary 
liquidation value of the $4.25 pre. 
ference stock. This compares with 
$11.06 per share on December 3], 
1949. 

Net sales for the first thre 
months of 1951 amounted to $12, 
204,945 and net profit $1,242,455 
equal to $1.00 per share, compared 
with first quarter 1950 net sales of 
$10,475,753, net profit of $1,412. 
960 equal to $1.15 per common 
share. 

At the West Point plant, the! 
construction phase of the new $4 
million Medical Research Labora. 
tories has been completed, and the| 
building, which will replace pres. 
ent research facilities at Glenol- 
den, Pa., is expected to be ready) 
for occupancy this Fall. 

Currently under construction at! 
the West Point site are new 
plasma processing laboratories 
which, when in production, will 
help meet increasing military and 
civilian defense needs. The new! 
building will augment the com-| 
pany’s already large plasma pro 
duction capacity at its Glenolder 
Laboratory which will continue to| 
operate. 

Under an agreement with the 
Armed Services Medical Procure- 
ment Agency, the new laboratories 
are being constructed by Sharp & 
Dohme and will be equipped by 
the Government, and will be oper- 
ated by the company under a long. 
term lease to the Government. 

During 1950, the company re- 
leased nationally 26 new products 
and dosage forms and 22 other: 
were released in trial districts. 





ities conducted at the company’s 
laboratories, Sharp & Dohme has 


reported additional research) he es 
through financial grants to lead-| 


ing clinicians and other investi- 
gators in hospitals, research cen- 
ters and medical schools through- 
out the U. S. and Canada. 
Dividends in 1950 totaled $1.70 
per share and 90c has been paid 
thus far in the current year. 


M & M Wood Working Company ' 


“As standing timber is considered a 
good inflation hedge in some quarters, 
I would appreciate receiving recent data 
on M & M Wood Working Company 
with figures on the company’s timber 
holdings.” 


—V. J., Portland, Maine 

Reporting on a _ seven-month 

period to Feb. 28, 1951, due to a 

change in its fiscal year, M & 
(Please turn to page 480) 
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/ What About the Tobaccos? 





(Continued from page 459) 


share. Nevertheless, the generally 
higher rate of taxes may reduce 
the company’s sales for 1951. 
Sales of its Camel cigarettes are 
in the leading position and pro- 
duction efforts with regard to Ca- 
valier are being rewarded. Oper- 
ating expenses will increase this 
year, due to the added load of 
advertising increases and this in 
addition to the added amount ex- 
_ pected to be paid for taxes should 
cut into per share earnings. It 
is too early to estimate final re- 
‘turns for 1951 but they should 
| cover dividend payments of $2.00 
| by at least a 50% margin. The 
_stock is currently quoted at 
' around 32 and remains a stable 
_ investment with its essential at- 
traction in its good yield. 





Liggett & Myers 
Tobacco Company 





| The stability of this company’s 
-earnings have long been a fea- 
| ture. However, last year the com- 
pany ran into difficulties as a 
| result of the virtual embargo by 
the Phillipine government on the 
importation of cigarettes. Sales 
have shown an increase in the ear- 
lier part of the current year and 
are continuing on a satisfactory 
basis. While, as with all the other 
large companies in this field, prin- 
cipal reliance for sales rests on 
a single product, in this case 
Chesterfield — new efforts are be- 
ing made to attract public inter- 
est to other products. In this con- 
nection, the company is having 
good results with its revival of 
Fatima cigarettes. The net E.P.T. 
base is about $5.30 a share so that 
the company will not be unduly 
affected when it is considered that 
earnings for 1950 were $7.06 a 
share. However, net will undoubt- 
edly be reduced somewhat as a 
result of the expected increase in 
the tax bill and may decline to 
somewhere in the neighborhood of 
$6.50 per share. Dividends have 
been averaging $5 a share, includ- 
ing the $1 extra payment, so that 
the prospective margin of earn- 
ings is adequate, especially in 
view of the company’s great fi- 
nancial strength. 


P. Lorillard & Co. 
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This company made a better 
‘than average gain in 1950 with 
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regard to sales, with sales of Old 
Gold holding up and good results 
in its king-sized “Embassy.” In 
this connection, it is worth point- 
ing out that practically all of the 
leading manufacturers, to supple- 
ment the market for their major 
earners such as Lucky Strikes, 
Camels, Old Golds and Chester- 
fields, have greatly increased their 
efforts in the larger-sized cigar- 
ette field (king-size). In the first 
quarter of this year, Lorillard 
failed to continue its earlier in- 
crease and turned in a report that 
was not quite as good as some 
of the other companies. Earnings 
were fifty cents for the period 
against 59 cents the year before. 
EPT exemption for Lorillard is 
roughly $1.70 a share. Earnings 
last year amounted to $2.69 but 
based on the situation so far, 
and especially because of the im- 
pact of new taxes, it seems that 
the company will not be able to 
cover its dividends by more than 
a moderate margin. Therefore, 
comparative narrowness of earn- 
ings over dividends would seem 
to make this issue more specula- 
tive than others in its class. 


Philip Morris & Co., Ltd. 


For the first three months of 
the fiscal year ending with June, 
Philip Morris showed an increase 
in sales from $75,859,000 to 
$77,869,000, compared with a 
year ago. On a per share basis, 
this amounted to $1.32 against 
$1.46. However, shares outstand- 
ing now are 2,448,121 against 
2,331,544. Prospects are for a 
continued increase in the export 
business of the company due 
largely to demand from armed 
forces overseas. In the domestic 
branch, the company experienced 
heavy buying in the early part of 
the year due to the desire of 
wholesale buyers to anticipate 
higher excise taxes. Since this 
period, liquidation of excessive 
inventories in the hands of deal- 
ers and wholesalers has proceded 
satisfactorily. The company’s base 
for exemption in EPT is $3.18 a 
share. Last year’s earnings were 
$2.62 a share during which peri- 
od dividends of $3.50 were paid. 
The management of this company 
has an exceptionally fine record 
with regard to results received 
from advertising. Financial posi- 
tion is adequate. The shares seem 
inviting from the income stand- 
point and at present prices of 
about 47 are selling at approxi- 


mately ten points under the high 
for 1951. 


Cigar and Snuff Companies 


Companies engaged in the cigar 
manufacturing branch of the in- 
dustry are under constant pres- 
sure to hold their markets as the 
basic trend among users of tobac- 
co has been away from cigars to 
cigarettes. This phenomenon has 
been in existence for many years. 
However, during periods of un- 
usual activity in business such as 
we have to-day, these companies 
benefit since increased buying 
power enables enthusiasts to in- 
crease their cigar consumption. 
This has been made especially 
possible by the increasing rate of 
armaments production. 

Among the leading cigar com- 
panies, Consolidated stands out 
as a consistently large earner. 
Among its products are some of 
the best known cigars in the me- 
dium-price field. Indicating the 
progress made by the company 
is the fact that in the past five 
years, it has increased its per- 
centage of national production in 
this field from 20.2% to 21.7%. 
In 1950, dollar sales advanced 
about 6%. The outlook for the 
current year is good. EPT 
amounts to about $6.40 a share 
which affords a good protection. 
However, the prospect for higher 
corporation taxes may reduce 
earnings to possibly $6.50 a share. 
The dividend rate is so conserva- 
tive that little concern need be 
felt regarding its safety. 

Of the other cigar companies, 
Bayuk, though the downtrend in 
sales has been halted, would still 
seem to be faced with the problem 
of high costs and severe compe- 
tition. For this year, there should 
be some improvement in sales and, 
with somewhat higher selling 
prices, it is probably that Bayuk 
may show some improvement over 
the 94 cents a share earned in 
1950. Excess profits taxes will not 
materialize since the company has 
a very high base at $2.29. The 
dividend position, despite the out- 
look for an improvement, is not 
secure especially in view of the 
fact that its loan agreement has 
imposed severe restrictions. The 
stock naturally must be considered 
quite speculative. 

General Cigar operates mainly 
in the very low-priced field. Ris- 
ing costs in this field are difficult 
to pass on to consumers without 

(Pleuse turn to page 472) 
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emerging into a higher price 
group where competition would 
be difficult to withstand. In 1950, 
earnings were $1.15 a share, re- 
presenting a decline of about 13% 
from the previous year. The com- 
pany has been promoting the sale 
of some very low-priced products 
and this may have some benefi- 
cial results. There is no EPT prob- 
lem and earnings should show 
some improvement. However, the 
margin of earnings over dividends 
is slight and the 25-cent dividend 
cannot be considered as without 
uncertainties. 

The three snuff companies, 
American Snuff, G. W. Helme and 
U. S. Tobacco, the latter also be- 
ing a large manufacturer of smok- 
ing tobaccos, are traditionally 
among the most stable not only 
in the tobacco industry but in in- 
dustry as a whole. The three are 
sound producers of revenues and 
have paid dividends for a great 
many years. For those requiring 
a high degree of safety for their 
income these three stocks recom- 
mend themselves for their inher- 
ent soundness. 





Bank Earnings for the 
First Half 
—Outlook for the Second 
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of bond profits realized on sales. 
Moreover, such profits are regard- 
ed by bankers as quite different 
from genuine operating earnings 
and are treated separately on the 
books; in most cases they are not 
even taken into income account 
but are credited directly to re- 
serves. 

While government bonds make 
up the preponderant share of the 
total investments of commercial 
banks, the holdings of corporate, 
state, and municipal bonds are 
nevertheless substantial and are 
rising, in line with the pattern 
of interest rates generally. This 
has provided a minor but increas- 
ing source of revenue. 


Expenses and Taxes Up 


Unfortunately for the banks, 
the inflationary forces that swelled 
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their revenues have boosted their 
expenses in four principal cate- 
gories that may be referred to 
briefly as follows: 

First, in salaries of employes, 
which have had to be raised sub- 
stantially since the ending of the 
World War II wage freeze, in 
order to keep pace with the ad- 
vance in wage rates throughout 
business generally. Additional la- 
bor costs have come from the 
adoption of pension plans, short- 
ening of working hours, closing 
on Saturdays, lengthening of paid 
vacations, loss of experienced men 
to the avmed services, high labor 
turnover and training expense, 
and — in too many instances — 
lowered efficiency. 

Second, the rise in interest paid 
out on time deposits, made neces- 
sary by the rising trend of inter- 
est rates generally and by the 
aggressive competition for sav- 
ings deposits by the mutual sav- 
ings banks and the building and 
loan associations. 


Third, the increased cost of 
stationery and other supplies. In 
a large bank, most employes are 
quite indifferent to waste in such 
items, yet the total cost runs up 
into enormous amounts. New of- 
fice machinery also has become 
very expensive, although savings 
in high labor costs continue to 
justify a program for the syste- 
matic purchase of the modern 
typewriters, adding machines, cal- 
culators, and specialized equip- 
ment for bookkeeping and record- 
handling. 


Commercial Banks and Taxes 


Fourth, the increase in federal 
income and excess profits taxes, 
which applies to banks as well as 
to other corporations. More of a 
commercial bank’s earnings will 
be exposed to the excess profits 
tax than was the case heretofore, 
and for every extra dollar that 
may be earned this year, only ‘a 
small fraction — 18 cents under 
the proposed rates — can be car- 
ried through to net income. 


In addition, many banks have 
by this time used up the maximum 
tax-free reserve set up against 
possible losses on bad loans. Their 
taxes may be increased by the 
formula for this reserve, based 
on a 20-year moving average of 
losses in past years, due to drop- 
ping from the average the early 
1930s which were years of heavy 
losses. 


THE MAGAZINE OF WALL STREE! 


A partial offset to increased} 
federal taxes, however, will be 


the reduction in assessment of 
premiums payable to the Federa] 
Deposit Insurance Corporation, 
effective for the first time on July 
1, 1951 and amounting to a re. 
bate of 56 per cent. This rebate 
will benefit most of the big ‘mon. 
ey market banks” — since they 
paid the highest premiums be. 
cause of their large individual de. 
posits but received the lowest in. 
surance coverage. 


Commercial banks have built 
up their capital steadily since 
1945 through limiting their divi. 
dends to a conservative share 
ings and by adding the major por. 
— often around 40% — of earn. 
tion to surplus account. In addi- 
tion, a number of the banks re. 
cently have increased their capi- 
tal acount by the offering of new 
shares for cash. Augmenting ca- 
pital funds from either of these 
sources improves the strength and 
liquidity of the bank, since it low. 
ers the ratio of deposit liabilities 
to capital funds, and raises the ra- 
tio of cash to deposits. 


Although dividend payments by 
some of the banks have become 
more liberal as earnings improved 
during the past year, it is general- 
ily conceded that such policies 
will continue to be quite conser- 
vative and that bank stocks should 
not be bought on the expectation 
of big dividends, stock splits, ete. 
Neither are bank stocks promis- 
ing as short-term speculations for 
price appreciation. The real ap- 
peal of good banks is in their 
stability, the essential character of 
their services, experience of their 
management and _ organization, 
and their demonstrated success 
in maintaining satisfactory earn- 
ings in the face of constantly 
changing conditions of either 
peace or war. 





Major Economic Adjustments 
If Shooting War Stops 
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next few weeks on whether or not 
we should cut back arms produc: 





tion, a realistic approach would 
indicate that there will not be 
more than a comparatively small 
reduction of the over-all require 
ments, the bulk of this decrease 
coming from an expected 2 billion 
cut in the foreign aid program. 
It seems therefor that cash spend: 
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ing by the government will not 
be less than 65 billions and prob- 
ably closer to 70 billions for the 
year ending June 30, 1952 com- 
pared with 45 billions the previ- 
ous year. 

Plant expansion will amount to 
about 25 billions for 1951. There 
may be some small reduction in 
this figure next year as some 
manufacturers may hesitate to 
embark on expansion programs, 
poth as a result of high costs and 
also because they may now have 
some doubts as to the permanence 
of high industrial activities, look- 
ing ahead to 1953 and 1954; on 
the other hand, there are firm 
commitments to build many large 
plants in industries such as steel, 
chemical and aluminum and others 
heavily involved in the armaments 
program, and these will be car- 
ried to completion. All in all, this 
new construction in 1952 is likely 
to continue on a pace similar to 
1951, except possibly a trifle 
slower. 


General Recession Not Likely 
At This Time 


Undeniably, for the period di- 
rectly ahead there will be some 
easing of tension. This will prob- 
ably be reflected in a somewhat 
slower pacing of arms production 
and plant expansion though the 
over all figures should not change 
much. Consumer psychology has 
already been affected and empha- 
sis will naturally be on sales pro- 
motion. Competition will therefor 
become keener. On the other hand, 
the very high continued rate of 
arms production will greatly tend 
to support the economy and as 
long as this feature remains it is 
difficult to see the possibility for 
a genuine recession generally in 
the period ahead, although indi- 
vidual industries will have to con- 
tend with the uncertainties pre- 
sented by the cessation of hos- 
tilities. 

Behind all this lurks the strong 
probability that taxes will not be 
sufficient to meet the govern- 
ment’s requirements and that a 
deficit of some proportions, in- 
stead of last year’s surplus, is in 
sight for fiscal 1952. This again, 
as it has in the past, may promote 
a renewed inflationary psychology 
but this is as yet a considerable 
period off. In the meantime, busi- 
ness will have to contend with the 
mildly deflated outlook which the 
hoped-for ending of hostilities has 
produced. 
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ACF Reports for the Fiscal Year 
» ending April 30, 1951 


American Car and Foundry Company’s 52nd Annual Report covering the 
fiscal year ended April 30, 1951 shows a net profit after taxes of $2,675,914. 
These earnings are equivalent to $1.08 per share on the common stock after 
payment of the full dividend of $7.00 per share upon the outstanding preferred 
stock. In the previous fiscal year net income after taxes was $436,193. 

The company’s consolidated balance sheet as of April 30, 1951 showed total 
current assets of $81,247,368, versus total current liabilities of $34,673,437. This 
compares with total current assets of $58,550,413 and total current liabilities of 
$14,947,610 at the 1950 year end. 

Consolidated net sales for the latest fiscal year were $119,657,304, and com- 
pare with sales of $147,470,154 for the year ended April 30, 1950. 

In reviewing highlights of the past year, and looking toward the future, 
John E. Rovensky, chairman, said: 

“We enter the new year with a substantial backlog totaling approximately 
340 million dollars on June Ist. Included in this figure are orders for gpproxi- 
mately 170 million dollars in railroad equipment—the balance being war orders, 
carburetors and miscellaneous business. 

“The earning prospects of the company appear to be quite favorable. Our 
large backlog of business has been taken on a satisfactory basis and so long 
ag present conditions continue, our earnings should be very satisfactory indeed. 
While the present outlook contains no indication which would substantially mar 
this pleasant prospect, we must bear in mind that in times as disturbed as 
these, the situation can change overnight, either for the better or for the worse. 
Therefore, the foregoing favorable forecast must be re-examined from time to 
time in light of events as they develop. 

“During the past year we completed the closing of our Chicago and Madison 
(Illinois) plants and these are now on the market for sale. Wilmington, 
Delaware has also been discontinued as a car building plant. These moves have 
resulted in a substantial reduction in our overhead expenses and when these 
plants are sold will bring in additional capital which can be used in our busi- 
ness. As has been stated in our previous reports, one of the most important 
factors that aggravated our feast and famine periods was the expense of 
carrying closed plants at times when our business volume was low. 

“Our remaining plants,” Mr. Rovensky added, “are adequate to do all 
the profitable business which the future seems to promise and closing down the 
surplus plants will stop the drain which our going plants have had to bear 
in all but the best years. 

“The Carter Carburetor Corporation (a 100% owned subsidiary of our 
Company) continued during the year to hold its position as the largest 
carburetor producer in the world. It contributed materially toward our earnings. 
The carburetor business requires continuous research and the invention not only 
of new and improved carburetors and other products but also the invention and 
development of manufacturing processes and special machine tools to make 
such products. A large part of the machinery in use at the Carter plants is of 
their own design and manufacture and is continually in process of improvement. 
There is nothing static about this business as is well known to all who have 
anything to do with the automotive industry. 


“During the past two years Carter has introduced a new automobile fuel 
pump to the automotive trade. This pump met with excellent reception and is 
fast becoming an important factor in our business, Sales in this new line during 
the past year were approximately 350% greater than the previous year and 
are expected to continue to grow in response to an aggressive sales promotion 
campaign. 

“As our shareholders may recall, Carter was one of the largest producers 
of fuses (used by the Army and Navy) during the last war. They have now again 
received a substantial order for fuses and the volume of production will, of 
course, depend upon the future turn of world events. Should events be such 
that they are compelled (as they were in the last war) to utilize all their 
facilities for the manufacture of fuses it will doubtless also be at a time when 
the production of automotive products is cut down by reason of defense require- 
ments. Thus, the outlook for a full utilization of Carter’s facilities seems to 
be quite good. 

“Shippers’ Car Line Corporation’s business consists of the ownership of 
tank cars and other cars of various sizes and construction which it leases to 
many of the largest and strongest corporations for the transportation of chemicals, 
vegetable oils, liquefied gas and to a minor extent petroleum products. It has 
been a steady and substantial contributor to our earnings. It has expanded its 
business materially during the past five years. Its ownership of tank and other 
cars has grown from 8,332 in 1947 to 10,515 in 1951. 

“Present plans contemplate further increasing the fleet by about 1,000 cars 
during the present fiscal year as the demand for leases of cars from chemical, 
vegetable oil and other sources continues quite active and on a profitable basis. 

“Our Valve Division with its plant in Detroit has sales representatives 
throughout the southwest oil country and in many other sections where valves 
are sold for various purposes, This division which was begun in an experimental 
way only a few years ago has now grown to the dimension of a substantial 
earner. The outlook here, too, warrants the expectation that it will give good 
account of itself during the coming year. 


AMERICAN CAR AND FOUNDRY COMPANY 
June 28, 1951 
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Second Quarter Earnings 





(Continued from page 448) 


operating earnings, they tend to 
act as a ceiling to an earnings in- 
crease, and as a floor to an earn- 
ings decrease, thus having the ef- 
fect of stabilizing the net income 
after taxes. To the investor, this 
means that taxes will prevent him 
from obtaining the full benefit of 
any further improvement in cor- 
porate earnings, but at the same 
time will cushion him against the 
full effect of a falling off. 

High taxes thus tend to iron out 
the fluctuations in operating earn- 
ings in a way similar to the LIFO 
or last-in-first-out method of in- 
ventory valuation, by damping 
down either the apparent swelling 
or the shrinking that might other- 
wise be caused by outside influ- 
ences—in that instance, changes in 
the price level. 


Such high taxes also act as an 
incentive for corporations to build 
new plants where they obtain gov- 
ernment permission, because of 
their use in the defense program, 
to charge off a substantial share of 
the cost over a period of only five 
years instead of amortizing it at 
the usual rates based upon an ex- 
pected life ranging, according to 
type of construction, from twenty 
to fifty years. To date approval of 
five-year depreciation has been 
given to projects totaling over $8 
billion. Unless the shareholder un- 
derstands the character of such 
transactions, he will not realize 
that the earnings as currently re- 
ported represent an under-state- 
ment, for the reason that cost of 
the new plants, instead of being 
treated in full as capital outlays, 
are being added (via the stepped- 
up amortization charges) to the 
burden of operating expenses and 
thus tend to depress the reported 
net income correspondingly. It 
also follows, and should be appre- 
ciated by the investor, that such 
new and modern plants represent 
valuable hidden assets, not re- 
vealed by the net depreciated 
valuations at which the fixed 
properties are carried on the bal- 
ance sheets. 

High taxes, of course, can sta- 
bilize net income only to the extent 
that earnings are being produced. 
Taxes alone cannot bring about a 
net profit if the operating earn- 
ings disappear, either as a result 
of a collapse in volume of sales or 
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a soaring of costs beyond control. 
Both of these dangers are becom- 
ing more imminent in the second 
half-year, as more companies are 
forced by material restrictions to 
curtail their output of civilian 
goods without - having secured 
military contracts to compensate, 
and as more companies find their 
earnings eaten into by rising costs 
and an inability to obtain in- 
creases in OPS selling prices. 


Railroad Earnings 


Railroads continued to make a 
good showing in the second quar- 
ter, although the gain over the 
corresponding period of a year ago 
was apparently not as sharp as in 
the first quarter when net income 
of all class 1 roads almost doubled. 
Freight and passenger traffic are 
still running unusually heavy, and 
revenues have for some time been 
comparatively free from the dis- 
astrous effects of major strikes, 
including strikes on the railroads 
themselves. 

Because of the important part 
of the railroads in the national de- 
fense program, it has been an- 
nounced that the expansion plans 
of transportation facilities will be 
carried forward even if the con- 
flict in Korea ends. Some of these 
capital expenditures have received 
government approval for 5-year 
amortization. Railway car build- 
ers have, as stated above, been 
given an increase in allotments of 
steel, despite the metal’s short 
supply on an overall basis. 

Railroad expenses for labor and 
materials purchased have followed 
the generally upward trend. Rail- 
way labor disputes repeatedly 
have been settled by increases in 
wages and shortening of hours. 
Inasmuch as the railroads, taken 
as a group, are no longer in the 
class of “growth industries” whose 
rising costs can be offset by ex- 
panding revenues, it has again be- 
come necessary for the roads to 
apply for higher rates on both 
freight traffic and passenger serv- 
ice. Unfortunately, higher rates 
have never in the past proven to 
be a permanent solution to their 
financial problems, since every 
rise in rates tends to divert more 
business to competing agencies of 
transportation. 


Competition to Railroads 


Examples of this competition 
are to be seen on every hand. Two 


of the fastest-growing industrie 
in the United States are air trans. 
port and motor trucking, whik 
the much older-established moto 
bus business that attained enorm. 
ous size years ago is still growing} 
vigorously. In an exhaustive sur. 
vey of commuter transportation 
into New York City, the startling 
findings were announced las 
month that, despite a growth of 
19% in the total number of com. 
muters during the twenty years 
between 1930 and 1950, the num. 
ber carried by the railroads actu. 
ally declined by 2%. Those car. 
ried by the Hudson Tubes drop. 
ped by 42%, whereas those car. 
ried by autos and buses jumped 
by 211%. 

Editor’s Note: Second Quarter 
Earnings will be continued in the 
next issue with an additional table 
of data on important companies. 





The Attraction of Defensive 
Stocks At This Time 





(Continued from page 441) 


Financial stocks also may be in- 
cluded in this round-up of defen- 
sive stocks, for banks and insur- 
ance companies have scarcely been 
overxploited. Moreover, these 
groups are regulated and super- 
vised to such an extent that they 
are closely akin to public utilities. 
It is interesting to note also that 
earnings of banks have shown en- 
couraging improvement in recent 
months. Among the popular issues 
in this group are Chase National 
and Chemical Bank & Trust. Fig- 
ures on these banks are given in 
our banking review in this issue. 


Chase National 


Chase is regarded as one of the 
three largest banks in the coun- 
try. It operates 27 branches in 
New York City and 17 overseas. 
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Earnings show promise of regis- 
tering modest improvement over 
the $2.50 a share of 1950. Indi- 
cations point to maintenance of 
the $1.80 annual rate, including 
an extra of 20 cents a share. 
The Chemical operates eighteen 
branches, and its chief activity is 
commercial banking. Earnings 
show promise of reaching $3 a 
share this year, closely approxi- 
mating results of recent years. 
Dividends are expected to be 
maintained at the recently in- 
creased rate of $2 annually. 
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For Profit and Income 





(Continued from page 461) 


to loose talk. In any event, the $3 
dividend is as secure as any divi- 
dend can ever be. Selling at 
roughly 11 times earnings, to 
yield better than 5.3% currently, 
the stock is one of the most de- 
sirable holdings in the electric 


power industry. Few utilities 
have such wide dividend coverage 
under prospective higher tax 


rates; and probably none has a 
better chance for an eventually 
higher dividend, when expansion 
needs taper off. 


Sell It? 


American Zinc, Lead & Smelt- 
ing owns or leases low-grade zinc 
mines; and is a smelter of custom 
or purchased zinc ores, since 
smelting capacity exceeds mining 
capacity. To say that this com- 
pany has thrived under unusually 
favorable conditions is to put it 
mildly. Thus, there was an inter- 
lude without any dividends be- 
tween the war year 1917 and the 
war year 1945. The best earnings 
during World War II were 87 
cents a share in 1943. The best 
earnings thereafter, but prior to 
1950, were 98 cents a share in 
1947. In 1950, thanks to high 
prices, earnings soared to $5.14 
a share; and dividends totalled 
$1 a share. Earnings will no 
doubt be lower this year, and still 
lower next year, allowing for 
higher taxes. The stock, now at 
1744, made highs of 195% earlier 
this year, 20 in 1937 (on a deficit 
and no dividend), and a ridicu- 
lous 4914 in 1929 on net of 33 
cents a share and no dividend. 
Is 1714 unduly high? Well, there 
has been at least some basic im- 
provement in this situation; but 
the stock sold at 7 or below with- 
in each year from 1929 through 
1950; and under 5 in a majority 
of past years. 


Partners 


Exceptional strength in Ameri- 
can Viscose is not unrelated to ex- 
ceptional strength in Monsanto 
Chemical. These two companies 
are joint owners of the new Chem- 
strand Corp., a $100-million ven- 
ture, which will make nylon and 
a wool-like synthetic under du- 
Pont license. As it will be some 
time before Chemstrand is in pro- 
duction, much less making money, 
it may be that too many chickens 
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CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a regular quarterly dividend of one dollar ($1.00) 
per share on its $10 par value Common stock, payable 
September 10, 1951, to stockholders of record as of the 
close of business August 17, 1951. 


W. ALTON JONES, President 








are being counted, too far ahead, 
by the stock market. The textile 
business, including rayon, is 
mighty sour right now. After 
higher taxes, earnings of Viscose 
in 1951 are very unlikely to equal 
1950‘s record $7.83 a share. The 
chemical business is active, but 
per-share net of Monsanto figures 
to be materially under last year’s 
record $5.37 a share, allowing for 
higher taxes and increased share 
capitalization resulting from con- 
version of the $4 preferred. Both 
stocks have long-term merit as 
growth situations, but this column 
can see no need to reach for 
either. 





Are The Sugars Vulnerable 
To Peace? 





(Continued from page 457) 


12% over last year, and U. 8S. 
beet sugar production is also well 
over last year. While there has 
doubtless been a moderate in- 
crease in consumption, total sup- 
plies (including “invisible” ones) 
seem quite adequate. Yet either 
consumption demands have been 
underestimated or a new wave of 
global stock-piling is under way. 
Increased use of sugar products 
to produce alcohol may be a fac- 
tor. The “world price” (apply- 
ing principally to Cuban exports 
to Europe) has risen above the 
U. S. price level a very unusual 
development, since the world price 
historically has been substantially 
lower. 

The Cuban sugar stocks appear 
to have good prospects for the 
usual dividend extras in the fall 
(most of the producing com- 
panies end their fiscal year on 
September 30 and pay extras 
when they can size up the results 
for the year). Despite drought 

(Please turn to page 476) 
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COMMON DIVIDEND 


The Board of Directors 
has declared a quarterly 
dividend of seventy-five 
cents (75¢) per share on the 
Common Stock, payable 
August 15, 1951 to stock- 
holders of record at the 
close of business July 27, 
1951. 


R. L. LINGELBACH 
Secretary 
July 16, 1951 








| 
| 
| 
| 
| 


(¢ 





GS COLUMBIAN 
CARBON COMPANY 


One-Hundred and Nineteenth 
Consecutive Quarterly Dividend 
A quarterly dividend of 50 cents per 
share will be paid September 10, 1951 
to stockholders of record August 15, 
1951, at3 P. M. 


LYLE L. SHEPARD 
Treasurer 














DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors has 
today declared a quarterly 
cash dividend of 75 cents 
per share on the common 
stock of this Company, pay- 
able Sept. 5, 1951, to stock- 
holders of record at close 
of business July 30, 1951. 


Cc. L. SWIM, 
Secretary 








July 10, 1951 
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Are The Sugars Vulnerable 
To Peace? 
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last year which affected some 
companies, the Cuban crop may 
approximate 6.4 million short 
tons, about 4% more than in the 
previous year. U.S. imports from 
Cuba (regulated by quota at 
Washington) have increased 
about 8%, so that Cuba’s balance 
to sell in ‘world’ markets (the 
area outside of the U.S.) is small- 
er than last year, partially ex- 
plaining the sharp rise in world 
prices. Moreover, Cuba has been 
able to sell its exports of black- 
strap molasses at 20 cents a gal- 
lon — three or four times the 
price obtained last year. 


Prospects for generous divi- 
dend disbursements by the Cuban 
sugar producers seem improved 
by passage of the Cuban tax law 
on May 22. While this law is very 
difficult to interpret, in effect it 
provides a 4% tax on surplus at 
June 30, 1951 in excess of 30% 
of a companys capital stock. Also 
if surplus at the end of the com- 
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pany’s fiscal year exceeds 100% 
of the stated value of capital 
stock the company must distri- 
bute its entire earnings within 
the next half year or pay 4% tax 
on the income (half of the divi- 
dends may be paid in stock). 


U. S. Cuban Interests 


More than one-quarter of the 
161 Cuban mills are run by U. 
S. interests and produce nearly 
half of Cuba’s sugar output. One 
interpretation of the law is that 
it intended to force division of 
profits by small family-owned 
companies, but it may penalize 
larger companies which have 
tried to build up strong financial 
positions. Where Cuban com- 
panies have small capital and 
large reserves the new tax may 
cause stock dividends to be paid 
to bring about a more even bal- 
ance. However, companies incor- 
porated in Cuba are subject to 
a holding tax of 5.8% on cash 
dividends and this might also ap- 
ply to stock dividends, plus a 9% 
capital stock levy. As to cash ex- 
tras to stockholders, some com- 
panies may prefer to pay the tax 
rather than dissipate some of 
their working capital which is 
frequently required to balance 
heavy inventories. 

The current outlook for the 
Puerto Rican companies seems 
somewhat less favorable than for 
the Cuban, since production is 
expected to be only slightly in 
excess of last year and shipments 
to the United States are running 
about 14% under a year ago. 
However, because of high prices, 
earnings are expected to be well 
maintained, and may show fur- 
ther gains in 1951-52. 

As suggested above, U. S. beet 
sugar producers are in less favor- 
able situation though they too 
will benefit by rising prices. Sugar 
beet acreage is being partly di- 
verted to other crops, it is re- 
ported, and labor conditions are 
less favorable than last year. 
Some of the beet sugar com- 
panies are heavy users of Mexi- 
can labor and recent Washington 
legislation and agitation over the 
“wetbacks” (migratory Mexican 
laborers who cross the border by 
wading or swimming the Rio 
Grande river) may affect methods 
of handling all Mexican labor in 
this country. This may tend to 
raise labor costs for the beet 
sugar people. Future prospects for 
these companies is therefore 
clouded by possible higher wage 


costs, plus the inroads of higher f 


federal taxes, combined with 


smaller acreage. 

The outlook for domestic cane 
sugar refiners also seems rather 
mixed. On the basis of present 
allotments, the supply of raw 
sugar to be processed may be 
about 11% smaller than last year, 
While this may be more than off- 
set by higher selling prices and 
better spread between raw and 
sugar prices, net gains may be 
too small to absorb higher Federal 
taxes. It appears likely that pre- 
sent regular dividend rates can 
be maintained, though extras may 
be less generous. 


Position of Sugar Stocks 


Have the sugar stocks fully 
discounted the recent improve- 
ment in the outlook for the in- 
dustry? Sugar stocks as a group 
have made a less favorable mar- 
ket showing since the end of 
World War II than industrial 
stocks generally. From January 
1, 1946 to the middle of 1949 the 
sugar index declined faster than 
the general market, dropping 
nearly one-half in value; and the 
recovery to the end of 1950 was 
only about in proportion to the 
industrial average, so that sugars 
continued to lag considerably be- 
hind the market. In the first half 
of 1951, the sugar average contin- 
ued to make a poor showing, 
gaining only about 1% while the 
industrial average showed a net 
increase of about 4%. Recently, 
however, there has been a little 
more interest in the sugars. 

Of course, if recent prices are 
compared with the 1950 lows 
there have been some good moves 
in individual sugar stocks. Thus 
West Indies has about doubled, 
Cuban Atlantic is up 80%, and 
Cuban American about 47%. 
Among the Puerto Rican produ- 
cers South Porto Rico is up 70% 
and Central Aguirre 40%. Beet 
sugars didn’t do so well: Ameri- 
ean Crystal gained about 22%, 
Holly 19% (despite oil prospects) 
and Great Western only 6%. 
There was a mixed showing for 
the refiners, with American gain- 
ing 67% while National was up 
only 4%. Obviously the Cuban 
and Puerto Rican stocks have 
fared much better marketwise 
than the beet sugars and the re- 
finers, and this tendency seems 
likely to continue unless world 
sugar prices have a decided slump 
in the near future. 
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Individual Corporations 


Cuban American Sugar is an 
important producer with annual 
reevnues of about $70 million. 
Profit margins are relatively low, 
amounting to only 7.2% in 1950. 
The company has no funded debt 
and only a small issue of pre- 
ferred stock. Cash position was 
built up by withholding dividends 
during a 13-year period ended 
1942, and the company is now in 
relatively strong position with a 
ratio of cash to liabilities of near- 
ly 2 to 1. 

Cuban Atlantic Sugar is the 
largest Cuban producer with re- 
venues of $92 million. Profit mar- 
gins are relatively good though 
variable, last year’s figure being 
11.6. The company has a small 
funded debt, with no preferred 
stock. Cash position is fair but 
not as strong as Cuban American. 
Dividend payments which were 
resumed in 1937, have been con- 
servative in recent years. 

West Indies Sugar, with an- 
nual sales of $41 million, enjoys 
high profit margins which last 
year amounted to 26%. The com- 
mon stock is the sole capitaliza- 
tion and dividend payments have 
been conservative. As a_ result 
the current financial position is 
strong, and working funds 
amounted to $26.50 a share as of 
September 30, 1950. 

South Porto Rico is the most 
important company in this area, 
with sales of about $31 million. 
Profit margins are high (28.6% 
last year). Earnings have been 
excellent since 1941 when a small 
deficit was reported. The company 
has no funded debt and only a 
small issue of non-redeemable 
preferred stock. It has such a 
large cash position that it can 
make generous dividend disburse- 
ments—last year they exceeded 
the earnings. 

Central Aguirre is a relatively 
small producer in Puerto Rico 
with sales of $16 million. The com- 
pany is primarily a holding com- 
pany. While the capitalization is 
conservative, cash position seems 
somewhat on the low side. How- 
ever, the relative stability of 
earnings has permitted dividend 
payments over the past 36 years. 

American Crystal Sugar is the 
third largest beet sugar producer 
with revenues of $38 million. 
Profit margins were 12.4% last 
vear, lower than Great Western 
but better than Holly. Capitaliza- 
tion is conservative, and the cash 
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position was improved recently 
by sale of the “largest lima bean 
field for $6,000,000. The record 
of payments has been erratic, 
with omissions in 1938-39 and 
1944-45. 

Great Western Sugar is the 
leading beet sugar company with 
$71 million sals last year, when 
profit margins were 16.3%. The 
company has no funded debt but 
there is a small issue of non-call- 
able preferred. Cash position has 
deteriorated in recent years, due 
to higher inventories and fairly 
generous dividend payments. 
However, last year bank loans 
were paid off, and the financial 
picture seems generally satisfac- 
tory. 

Holly Sugar ($48 million reven- 
ues) makes a rather poor operat- 
ing showing, with a profit margin 
on only 11.5% last year and 
8.7% in 1949. The company has 
a fair amount of debt and pre- 
ferred stock, and cash items 
seemed somewhat on the low side 
as last reported. However, the 
dividend policy has been conser- 
vative and the lack of cash ap- 
pears due to increasing inven- 
tories. The company’s oil and gas 
interests add some speculative ap- 
peal to the stock. 

American Sugar Refining is the 
largest sugar company, with 1950 
sales of $287 million. However, 
profit margins amounted to only 
6.4% last year. Earnings have 
improved greatly since the defi- 
cits of 1938-39 and the company 
now maintains a very strong cash 
position. 

National Sugar Refining, sec- 
ond largest refiner with sales of 
$152 million has an unimpressive 
record. Profits are quite small, 
having averaged between 3 and 
4% of sales in recent years. How- 
ever, the company has an all- 
common stock capitalization and 
maintains a good cash position. 
Dividend policy is conservative. 





Outlook For Food and Dairy 
Companies In The Second 
Half 
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endeavored to pass along higher 
raw materials costs. The result 
was over-production. Substantial 
inventory losses had to be ab- 
sorbed in disposing of accumu- 
lated supplies. Nevertheless, froz- 
en foods operations look promis- 
ing for continued growth. 











Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 6 


CUMULATIVE PREFERRED STOCK 
4.88% SERIES 
DIVIDEND NO. 15 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are pay- 
able August 31, 1951, to stock- 
holders of record August 5, 
1951. Checks will be mailed 
from the Company's office in 
Los Angeles, August 31, 1951. 


P.C. HALE, Treasurer 


July 20, 1951 























Fruits and vegetables prepared 
for quick serving have become in- 
creasingly popular in spite of 
their higher retail costs. With 
many women returning to war 
plants and with family income 
expanding, consumption of frozen 
foods promises to expand this 
year. Profit margins are wider as 
a rule than on canned goods. 

Military requirements of can- 
ned fruits and vegetables seem 
likely to continue at a high level 
for some time to come. This factor 
should counteract slackening civi- 
lian demand, which reached ab- 
normally high levels last year in 
anticipation of scarcities which 
failed to materialize. Marginal 
companies in this group may suf- 
fer to a greater extent than those 
which process nationally adver- 
tised brands. When supplies are 
plentiful, the public usually places 
reliance on brands with which it 
is familiar. 


Canning Companies 


Operations in food canning are 
the most speculative of any divi- 
sion of processing, for while con- 
sumption holds at a fairly steady 
rate, supplies are dependent on 
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nature and are subject to adverse 
conditions. Events such as the 
Korean outbreak a year ago also 
contribute to divergent trends. 
The sudden wave of consumer de- 
mand at the retail level caused 
distribution problems. Some pro- 
cessers were unprepared for the 
spurt in buying with the result 
that they were unable to obtain 
their share of increased volume, 
while others fared better than 
would have been possible under 
normal conditions. 

Although inventories in the 
hands of processers were unusual- 
ly low at beginning of the new 
canning season this year and ma- 
jor companies are not preparing 
to put up larger packs than in 
other years, there seems to be 
some doubt that the ultimate con- 
sumer will be in the market for 
as much canned goods this year 
as in 1950. Accordingly, sales 
volume may be small—and inven- 
tories at the end of 1951 may be 
quite a little higher than the $700 
million at December 31, 1950. 
Such a trend would point to nar- 
rower margins this year, inas- 
much as the 1951 pack seems like- 
ly to be higher priced. 


Corn Refiners 


Progress in scientific farming 
paving the way for increased 
yields would prove helpful for 
canners in holding down prices of 
vegetables. Hope in this direction 
is found in recent development of 
ammonia fertilizers which have 
given favorable results in stimu- 
lating corn yields. Success of this 
development conceivably could 
prove especially important in pro- 
viding increased raw materials 
and greater price stability for 
corn oil refiners. Leading factors 
in processing salad oil, corn 
syrup, starches, etc., are Corn 
Products Refining, Penick & Ford 
and Clinton Foods. Naturally any 
discovery tending to boost crop 
yields would be eminently favor- 
able for such companies in the as- 
surance of abundant raw mate- 
rials. 

One of the major bright spots 
in the outlook for canners is the 
promise of continued large mili- 
tary procurement program. All in- 
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dications point to maintenance of 
the Armed Forces at a peacetime 
peak, which would mean extensive 
purchases of canned goods. This 
fact seems likely to provide a firm 
price structure even though civi- 
lian demand may slump. 

Exports also are expected to 
hold at a relatively high level. 
Shipments of food to Europe have 
been maintained on an unusually 
high plane in recent years in as- 
sisting friendly nations to 
strengthen their economy. Re- 
quirements for the Marshall Plan 
may fall short of earlier years. 


Baking and Milling 


High rate of industrial activity 
is important in appraising pros- 
pects for the baking and flour 
milling sections. Full pay enve- 
lopes not only encourage more 
frequent purchase of pastries and 
other high profit margin items 
but stimulate sales of bread. Al- 
though home bread baking has 
dwindled to an insignificant fac- 
tor, there is less competition in 
the home when women folk are 
gainfully employed. Moreover, re- 
cent introduction of semi-baked 
rolls that may be purchased in 
groceries and packaged food 
stores and baked at home in a 
few moments has reduced home 
bread-baking. Volume of business 
in this new product promises to 
become important for commercial 
bakeries. 

Promise of a continued growth 
in sales, partly in line with rapid 
population increase, should help 
effect increased operating costs 
stemming from wage increases. 
Indications are that peak prob- 
ably has passed in costs of flour, 
shortening, sugar and other im- 
portant ingredients. Some relief 
may be obtained from price regu- 
lators to offset wage grants, but 
on balance earnings of major bak- 
ing concerns seem likely to de- 
cline moderately this year in re- 
flecting narrower profit margins 
and higher taxes. Dividends of 
practically all important compan- 
ies have been as well protected, 
however, that current rates may 
be expected to continue. 


Flour milling companies may 
feel some slackening in expert de- 
mand, although military needs 
seem likely to remain at a high 
level. Livestock population is con- 
tinuing to grow and demand for 
prepared foods promises to hold 
at satisfactory levels. Improve- 
ment in this division in making 
available better products for ani- 


mals and poultry has proved an 
important sales stimulant. 

Plentiful raw materials and 
sustained consumer demand af- 
ford assurance of satisfactory re- 
sults for cereal companies. Con- 
sumption is spurred by constant 
promotional activities and follows 
closely the trend of national in- 
come as well as growth in younger 
generation. Development of new 
breakfast cereals that make home 
preparation simpler and have fa- 
vorable taste appeal tends to keep 
these products on an upward 
trend. Most companies in the mill- 
ing or baking field devote some 
attention to prepared cereals and 
only a few—such as Cream of 
Wheat—concentrate on a single 
product. 

Recent indications of a slacken- 
ing in rising grain prices point to 
possible lowering of costs. Profit 
margins are relatively wide in 
prepared cereals, so that any 
downtrend in grain costs would 
be a favorable factor earnings- 
wise. In general, prospects are 
reasonably favorable for virtually 
= ae of the food and dairy 

eld. 
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modities, the International Ma- 
terials Conference, consisting of 
eleven nations, was set-up and de- 
cided that world-wide agreement 
on the distribution of scarce ma- 
terials among the non-communist 
countries, was vital. 

The first important step was 
taken very recently when conven- 
tions were concluded on tungsten 
and molybdenum, shortly followed 
by a separate agreement on sul- 
phur. The Conference is also at 
work on the following: copper, 
lead, zine, cotton, cotton linters, 
manganese, nickel, cobalt, wool, 
pulp and paper. 

It is obvious that only impera- 
tive need for mutual protection 
could have brought about a pro- 
gram of such world-wide scope 
and severity. Under this plan, 
whereby for the first time since 
the difficulties became acute, it 
will be possible to assure more 
equitable distribution of scarce 
materials, with benefit to both 
producing and consuming nation, 
the nations involved have volun- 
tarily relinquished hitherto jeal- 
ously guarded national preroga- 
tives. Those who see that only 

(Please turn to page 480) 


THE MAGAZINE OF WALL STREET 






























































d an 
“1 HOW The F t help y 
| af- orecast Can e p ou 
y re- 
Con- 
ih E MONEY 
lows 
1 in- 
nger 
new 
10Mme The reason you, like other investors, are holding 
; GET THESE CONTINUOUS SAFEGUARDS ale me sea 2 
e fa- se Cini eben sae | or purchasing securities, IS TO MAKE MONEY 
or Tour Frorection—income—Fro ° A a 
— * —whether it be in the form of INCOME, CAPI- 
fi Short-Term Recommendations for Profit fe a r r , ‘. a. 
mill- Mainly common stocks but preferred stocks and ay. PAL GROW TH-—or BOTH. Knowing this, we 
some bonds are included where outstanding price continue to concentrate on building up of your 
and mies aan javmachons , , profits through wise and timely investments. It is logical to believe 
. ow-Price pportunities . . . Securities in the ; - “ace ee = * 
n s eaneekcaih GiMdhalk Vite tie vie eee that you will be able to achieve YOUR CAPITAL—INCOME 
ingle for near-term profit. Special Defense Program OBJECTIVE more surely with such aid then without it. 
beneficiaries. : 
‘ken- Recommendations for Income and Profit You can conduct through our definite and continuous counsel, a 
nt to Common stocks, preferred stocks and bonds < a fh 
rofit i tae Gennes a sank omen tends carefully arranged program for market profits . . . and gradually 
‘_™ and market profits. establish an investment backlog of securities for growth of your 
any Low-Priced Situations for Capital Building . . capital and income. 
ld Common stocks in which you can place moder- 
ou ate sums for large percentage gains over the r x ‘s ° ane By ° . . 
ngs- nr wei You will be advised in timing your commitments . . . in knowing 
are Recommendations Analyzed . . . Pertinent de- what and when to buy and when to sell . . . when to contract or 
lally tails as to position and prospects are given expand your position as we gauge important turning points and mar- 
lairv on securities advised. ket a os | f tl 1951-52 d 
‘ J s - 
J When to Guy ... ond When to Sell. . . You et movements in the next important phases of the trend. 
are not only advised what to buy but when to 
buy and when to sell—-when to be moderately SHARE IN OUR NEW MARKET PROGRAMS 
or fully committed . . . when to be entirely 
liquid. FROM THEIR START 
Market Forecasts Every week we review ‘ . 
—— sib ana Wa Want, cade ee. oe tae Join our service today, to be ready to take full advantage of our new 
clusions as to its indicated trends. Dow Theory selections of outstanding investment bargains under the war- 
Interpretations are included for comparison. e i 24 ° 
: , - economy outlook for 1951. It is important to participate in our 
- elegra ic rvi oe Se y' ir i) . 
Ma Telegraphic Service If you desire we wil - . : ; 
g of wire you in anticipation of decisive turning investment campaigns from their start—since we time our new pur- 
1 de- points and market movements. chases carefully and individual stocks can score substantial per- 
nent Consultation by Wire and by Mail . . . To keep Pe ee oe pe ee ere Reba oie 
e sar ulate ds a saat Cede. eine unk “dane ntage rises on the initial phase of their advance. 
ma- sult us on 12 securities at a time ... by wire ‘ . : — A 
inist ond by mail. Ihere is no service in its field more devoted to your interests. . . 
Added Services... better adapted to today’s rapidly changing conditions . . . than THE 
was Business Service . . . Weekly review ond fore FORECAST. It is a source of counsel to which you can turn con- 
— cast of vital happenings as they govern the tinuously ... for your protection and profit. 
‘sten outlook for business and _ individual industries. - ‘ : 
wed i a esc genannten You are invited to take advantage of our Special Enrollment Offer 
4 weekly reports from our special correspondent A ‘ — a 7 4 
baal or lenislation tind pelttient dumalaawits weighing which provides FREE SERVICE to August 28th. Mail the coupon 
their effects on business and securities. below ... today. 
yper, ’ 
ters, 
vool, 
Wal ee FREE SERVICE TO AUGUST 28 a —-—--—-—-—-—— 
MMO oo a 
era- Co 7/28 " 
= Joday. / : | THE INVESTMENT AND BUSINESS FORECAST i] 
nae , | of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. ] 
lan, | i | I enclose [1] $60 for 6 months’ subscription; [] $100 for a year’s subscription. ! 
ince Special Offer | (Service to start at once but date from August 28, 1951) ; 
> | SPECIAL MAIL SERVICE ON BULLETINS 
.* MONTHS’ } | oe 
nore 6 $60 Air Mail: [1 $1.00 six months; [) $2.00 () Telegraph me collect in anticipation of 
SERVICE | one year in U. S. and Canada. important market turning points...when } 
arce Special Delivery: [ $4.00 six months to buy and when to sell...when to ex- 
both MONTHS’ | Ci $8.00 one year. pand or contract my position. | 
‘ion, 12 ee eee ener | 
lun- ‘ ; ; | y 
ieal Complete service will start at | LCP a aE Bee IDR ERIN oe Me PRES ENGGS ent ORE ADRES Nar eeRe CRUE SR pO Taare Ret Revere ret Serr Ren | 
st 28. : 
oga- rere at ane roms: Saget 3 | Clie oes ied Selanaste Seater sce il ech De SRS ge 9 a a Oe eee | 
only Subscriptions to The Forecast | Your subscription shall not be assigned at List up to 12 of your securities for our | 
. are deductible for tax purposes. \ any time without your consent. initial analytical and advisory report. | 
ie fe f JULY 28, 1951 479 














international co-operation on the 
economic as well as the political 
and military levels can provide a 
source of increasing strength for 
the non-communist world have a 
full appreciation that in the new 
world-wide control of tungsten, 
molybdenum and sulphur, an ex- 
ample is offered that sacrifice, 
while strenuous, may provide ex- 
ceedingly beneficial results, since 
it is a sacrifice in which none suf- 
fers and all gain. 
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Wood Working Company showed 
net sales of $23,552,312 and net 
earnings of $1.61 per share. This 
compares favorably to the $27,- 
928,554 net sales end net earnings 
of $1. 78 per share reported for the 
last twelve-month period ended 
July 31, 1950. Net profit after 
taxes amounted to $2,252,253 or 
9.6% against sales. Dividends to- 
taled 70c a share for the seven- 
month period. On the basis of 
1,400,000 shares of stock outstand- 
ing book value was $14.44 at the 
end of February. In accordance 
with a long standing policy of the 
company to reinvest a portion of 
the earnings, 9lc per share was 
retained for continuing develop- 
ment and growth. 


New gains in raw material re- 
covery in the manufacture of ply- 
wood, doors and other wood prod- 
ucts forecast that M & M would 
make continuing gains in the utili- 
zation of all raw materials in the 
future. This and higher grade 
yields received part of the credit 
for company growth. 

Company wholly owns or con- 
trols approximately two and one- 
half billion feet of timber. It main- 
tains a reserve of approximately 
this amount, acquiring new forest 
lands to offset depletion, insofar as 
practical. During the seven months 
covered by the above report the 
company acquired 26,000,000 feet, 
greatly offsetting a depletion of 
37 million board feet for the same 
period. On February 28 it had an 
approved cash reserve earmarked 
for purchase of timber lands of 
approximately $1,200,000. Com- 
pany’s long range objective in- 
volves increasing timber reserves 
to support additional production 
facilities as and when established. 

Dividends including extras to- 
taled $1.10 a share in 1950 and 50c 
was paid in the first half of the 
current year. 
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It must also be considered that 
Russia has not yet consolidated 
her hold on her satellites. She 
needs a number of more years to 
encompass such a result. In fact, 
reports are leaking out that there 
is a growing degree of dissatis- 
faction with economic hardships 
among the populace of the various 
countries now under the Russian 
aegis. 

Under the influence of these 
various conditions and because 
for the first time she is impressed 
and worried by concrete manifes- 
tations of the growing military 
power of the West, Russia shows 
definite signs of wishing to re- 
treat. It is interesting in this con- 
nection to know that not only has 
our antagonist retreated, but even 
among our allies who have hith- 
erto showed signs of dragging 
their feet, some of the more im- 
portant ones are now commencing 
more ardently to support Ameri- 
can policies and plans, as vide 
the British willingness now to add 
Greece and Turkey to the North 
Atlantic pact. 

It may be then that the growing 
recognition of these developments 
not only affects Russia but may 
bring about a moderate slacken- 
ing of our armaments program 
within a reasonable period. For 
one thing, we will have to develop 
a program of supplanting the re- 
duction in arms building with a 
much greater amount of foreign 
aid on the economic side, and also 
the Defense Dept. may not wish 
to build up too great supplies of 
conventional arms, part of which 
might become more or less obso- 
lete in a few years though, of 
course, greater production of air- 
craft and atomic weapons will be 
pressed. All in all, it looks as if 
the spectre of the probability of 
total war in the near future is, 
for the time being, vanishing 
from the international scene. 


. 

The news of the assassination 
of King Abdullah of Trans-Jordan 
serves to focus attention on the 
growing signs of fanaticism plus 
extreme nationalism among the 
Moslem populations of the Near 
Kast. The signs are profuse: the 
Iranian impasse, the increasing 
hostility of Egypt to Britain, the 
current difficult negotiations of 
American oil companies operating 





in Saudi-Arabia, Kuwait and Iraq, 
more or less open threats against 
Israel by the Arab countries, and 
other sources of tension. Needless 
to say, the Near East is one of the 
most important strategic areas in 
the world. In our struggle against 
the Soviets, nothing must be left 
undone to bring about stability in 
this area. Failure to do so would 
greatly imperil our cause. 





Further Market Adjustment 
Ahead? 
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new developments. But current 
market opinion, which is devoid 
of propaganda, surely puts the 
burden of proof on the inflation 
oracles; and, fallible or not, we 
will take market opinion any day 
over that of Washington official- 
dom, which has some axes to 
grind. 
There is uncertainty, or justi- 
fied doubt, about the rest of this 
year, and about 1952 potentiali- 
ties, nearly everywhere one looks 
— about the foreign prospect, 
about the tempo and_ ultimate 
scope of the arms program, about 
civilian business activity, about 
taxes, about earnings and about 
the dividends of run-of-the-mine 
or marginal companies. You 
should continue to maintain con- 
servative reserves in cash or 
equivalent. You should also scruti- 
nize your existing stock holdings 
with an eye to weeding out in- 
ferior issues, and increasing either 
the safety factor or the longer- 
term growth potential or both, ac- 
cording to your circumstances 
and primary investment objec- 
tives.—_Monday, July 23. 


BOOK REVIEW 


THE ROLE OF MEASUREMENT 
IN ECONOMICS 
By RICHARD STONE 


In this new Monograph in the Applied 
Economics Series (the material for 
which was given in the Newmarch Lec- 
tures delivered at University College, 
London, early in 1949) Mr. Stone de- 
scribes the role of measurement in 
various classes of economic problem. He 
stresses the need to combine theory and 
observation, and the importance of fun- 
damental research designed to provide 
better tools for attacking recurring 
problems, now dealt with largely by 
guesswork. The discussion of methods 
is illustrated by the official estimates of 
national income and expenditure of the 
United Kingdom. 
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Have YOU.... 


PLANNED YOUR INVESTMENT 
DEFENSE PROGRAM? 


ee companies, industries and gov- 
ernment departments are readjusting their 
positions in line with new defense objectives 
and necessities. There is a real need for these 
intense activities in view of today’s situation 
and tomorrow’s outlook. 

Yet there are some investors who have been 
“sitting tight” with their securities in the 
midst of this changing scene. They are follow- 
ing a “do nothing” policy, which in the past 
has often proved most costly. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 


The present—NOW-—represents a_ particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 


MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
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sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service can take the 
initiative in advising you when any changes 
should be made in your personal investment 
holdings. You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 
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oking inside the world 
business machine . . . the IBM Electroni: 
It solves accounting and research problems 
than any other commercial calculator in ¢ 





YOUR ANSWERS 


IBM’s vast engineering know-how is helping American business, 
industry and the Armed Forces get the answers... fast. Through 
its leadership in applying electronic principles to calculators and 
other types of punched card business machines, IBM has given 
greater speed, accuracy and economy to the nation’s vital processes 


of calculating and accounting. 


Already thousands of IBM Electronic Business Machines are in 
everyday use. We are continuing to manufacture them in quantity 


... as fast as quality production will permit. 
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